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Abstract 
International trade plays its dominant role in accelerating the economic 
growth and national income of an economy. All the developed countries have 
attained the remarkable economic growth by' the enhancement of their 
international trade but developing countries including India still not attained their 
economic growth satisfactory. 
The performance of Indian economy in the export sector in the last few 
years has shown mixed characteristics. A high degree of concentration both in 
composition as well as in direction has been the important characteristic of our 
foreign trade. Before 1990's, the government of India did not pay adequate 
attention to export sector. The trend of India's exports since 1970 has remained 
adverse and it was the disadvantage for Indian economy. India had devalue its 
currency three times and country had also to face the balance of payments dis-
equilibrium from time to time, despite the huge and vast potential of Indian 
exports, this sector remained more or less dormant. 
But after the policy reforms which initiated by the government of India in 
July 1991, there was little improvement in the situation of balance of payments 
crisis and also there was a marked improvement in the export sector of the Indian 
economy. 
The study in the thesis covers a period of nearly fourteen years from 1991-
92 to 2003-04 and beyond. But for the sake of analysis and comparison we have to 
gone back prior to 1991 also. The choice of this period of study in reference is 
basically because a number of events took place in the field of India's exports like 
introduction of Liberalization and Globalization, introduction of new economic 
policy, implementation of world trade organization (WTO), etc. In 1991. the 
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government of India announced the new economic policy and this new economic 
policy provides a stimulus to exports while at the same time reducing the degree of 
regulation and licensing control on foreign trade. 
To accomplish to our endeavour required data have been taken from reports 
and periodicals published mainly from Reserve Bank of India, Economic Surveys, 
Central Statistical Organizations (CSOs), Centre for Monitoring Indian Economy 
(CMIE), Director General of Commercial Intelligence and Statistics (DGCI&S), 
International Monetary Fund (IMF) etc. In our study we have used only theoretical 
approach. 
The study concentrates on a number of hypotheses, like instability of 
exports tends to be greater for the developing economies then for developed 
countries. The instability of exports has tendency to decline over time. The 
instability of exports is negatively related with economic development. 
Few economists like R.S.Tiwari (1980), Ram (1985), Singhal and Narinder 
(1986), Mukherjee (1987), Nandi and Biswas (1991), Das (1991), Jaganathan 
(1992), Kalyan M. Raipuria (2000), Pami Dua and Anirvan Banerji (2001), Leena 
George (2001) etc. have analyzed the export performance. These economists 
found that there was strong relationship between exports and economic growth as 
well they found the instability in the export sector and this instability in export 
affects the performance of India's foreign trade but they also found that there was 
tendency for instability to decline overtime. After reviewing the literature we can 
easily say that there is a wide agreement among economists. 
Today India is one of the most exciting emerging markets in the world; she 
is the seventh largest and second most populous country in the world as well as the 
20"^  leading exporter in services sector. 
The scope of the study has wide coverage because it emphasize to 
identifying the factors responsible for the slow growth of India's export. The 
export sector of India nowadays has come to occupy an important role in the 
overall development strategy. In 1991, faced with a balance of payments crisis, 
India embarked on a historic set of Macroeconomic, industrial, and trade reforms 
to free its economy from four decades of inward-looking policies. Subsequently, 
there was a boom in exports with total exports of goods and services going up 
from about US $18 billion in 1991 to US $51 billion in 2002. This decade-long 
expansion has been the most dramatic export growth in India's history. 
We know that India's export of agriculture and allied products has fallen in 
recent years and this is an eye opener for India's planners because agriculture 
provides an employment to a large number of people of our country. Therefore, 
adequate attention has given to the agriculture sector is very important and 
necessary. 
The objectives of the study are to study the conceptual framework and basic 
issues involved in the problems of the export sector and to ascertain the reasons 
responsible for the slow growth of India's exports before the adoption of new 
trade policy and to suggest the measures for promoting India's export of thrust 
products in thrust markets. 
The study is based exclusively on secondary data, which are published 
mainly by the Ministry of Finance, Government of India and data have been also 
taken from various issues of Economic Surveys. 
Recognizing the necessity of assuring adequate and effective support to the 
export effort of the country, the strengthening of institutional infrastructure has 
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been a continuous process. The process of strengthening has included the creation 
of new and specialized agencies; reorganization of the existing ones; and enlarging 
the scope of various other organizations. 
The institutional framework comprises functionally in different segments of 
policy formulation, advisory role, and states trading organizations, role of state 
government, commodity specialization and service support institutions. 
The government of India developed an institutional infrastructure that could 
facilitate the promotion of Indian exports. This institutional infrastructure enclosed 
six different fields or we say it is the six-tier infrastructure, these six-tier 
infrastructure are: Ministr}' of Commerce, Consultative and Deliberative Bodies, 
State Government Agencies, Commodity Organization, Service Institutions and 
Government Participation in Foreign Trade. The Ministry of Commerce is the 
main body for the task of coordination and execution of the India's foreign trade 
policy. 
The trends of India's export during 1982-83 shows that the trade deficit 
during this period was lower than that of 1981-82 and we all know that the 
reduction of trade deficit is a welcome indicator of improvement, the magnitude of 
trade deficit was remained large, and this is an area of concern. But in 1990-91, the 
trade deficit came down at US $ 5932 million. In 1996-97, the trade deficit was 
US $ 5663 million and now in the recent year of 2004-05 it came down to US $ 
20153 million and exports and imports were increased from US $ 53499 million to 
US $ 73652 million respectively in 2004-05 as compared from 1991-92, in 1991-
92 they were US $ 17865 million and US $ 19410 million respectively. 
During 1991-92, exports declined by 1.5 percent compared with 1990-91. 
For the duration of 1992-93 to 2000-01 export effort picked up only in 1995-96 at 
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a ver>' fast rate and there has been a slowing down in the growth of both exports 
and imports during 1997-98 and 1998-99. In 2004-05 also both exports and 
imports declined, as compared between the periods 1999-2000 to 2003-04. In 
these five years both exports and imports were picked up. 
In the trends of India's export, the quantum value index of exports in 1981-
82 was 108 and unit value index of exports in the same year was also 108. But 
after 1981-82 the quantum value index of exports was lower than that of unit value 
of index of exports. In 1990-91, the quantum value index of exports and unit value 
index of exports were 194 and 292 respectively and in the years to come the same 
trend was there. In 1995-96 the quantum value index of export was 384 while unit 
value index of exports was 484 and in 2001-02 also quantum value index of 
exports was lower than unit value index of exports, in 2001-02 quantum value 
index of exports was 593 while unit value index of export increased to 618. But 
the phenomenal rise in unit value index of exports since 1990-91 has led to an 
impressive improvement in India's trade leading to a meaningful rise in exports 
and reduction in balance of trade, because we know that increase in quantum value 
index of exports indicate the growth of export in real terms and unit value index of 
export is the basic determinant of a country's balance of trade. 
The composition of India's exports performance by commodity wise shows 
little improvement in 1980s. Export performance shows an increase of 16.2 
percent in 1981-82 and this was the improvement of nearly 3.9 percent as 
compared to 1980-81. In 1981-82, the export items achieved a growth of 7.5 
percent. In 1981-82, the exports of tea, coffee, raw cotton and jute manufacturers 
that accounted for nearly 10.1 percent of India's export earnings. In dollar terms, 
the export of tea were US $ 441 million in 1981-82 while in the gap of 10 years 
that is in 1991-92, the share of tea was only increased to US $ 491 million while 
after 1991-92 it's share was further declined, in 1995-96 it decreased to US $ 350 
s 
million while in 2001-02, it was further declined to only US $ 228 million and this 
decreasing trend of tea continued till now. 
The share of coffee in 1981-82 was US $ 163 million and its share was 
increased to US $ 1170 million in 1990-91 but in 1994-95 its share was wery 
depressing and it came down to only US $ 335 million. But the share of some 
other commodities has significant improvement since 1991 and for this 
improvement in manufactured exports. India has emerged as an important 
economy in the world. The exports of pearls, precious and semi precious stones 
were increasing very fast from US $ 761 million in 1980-81 to US $ 3437 million 
in 1990-91. 
Export performance varied across products during 1995-96. During 1995-
96, exports of agriculture and allied products showed impressive performance and 
this significant variation in the growth rates of exports of various categories 
resulted in a pronounced change in the composition in the India's export. 
India has trading relations with all the important and major countries of the 
world and the direction of India's foreign trade has undergone significant changes 
due to the collapse of Russia and some of the East European trading economies. In 
dollar terms of trade, the India's exports to Organization of Economic Corporation 
and Development (OECD) countries was only US $ 3912 million in 1980-81 that 
was increased to US $ 5480 million in 1986-87, in 1990-91 it further increased to 
US $ 10249 million and in 2001-02 its share increased to US $ 21622 million. For 
European Union Countries, India's exports increased from US $ 1779 million in 
1980-81 to US $ 2141 million in 1986-87 and it goes up to US $ 4988 million in 
1990-91 and in 2001-02 its share was picked up to US $ 9846 million. India's 
exports to North America increased from US $ 1019 million in 1980-81 to US $ 
1721 million in 1986-87, further increased to US $ 2830 million in 1990-91 and its 
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share was further goes up to US $ 9098 million in 2001-02. The India's exports to 
Asia and Oceania also increased from US $ 895 million in 1980-81 to US $ 1175 
million in 1986-87, in 1990-91 its share increased to US $ 1830 million while in 
2001-02 its share again increased to US $ 1991 million. 
India's Exports to Organization of Petroleum Exporting Countries (OPEC) 
was fluctuating during 1980s, the same trend continued in the decade of 1990s. 
Sometimes India's export to OPEC was increasing while sometime its share was 
declining. The share of Eastern European countries were high in the beginning of 
1980s and in the mid of 1980s its share was down but in 1989-90 to 1990-91 its 
share was increased and after 1991 its share was again fluctuating. Now we see 
that the Organization of Economic Corporation and Development (OECD) 
countries continued to absorb more than 50.0 percent of India's export, with 
European Union countries as the most important sub-region. While the share of 
European Union economies and OPEC regions declined marginally that of 
developing countries have improved. Export growth to OECD regions and other 
developing countries regions slowed down in 2003-04 to 12.3 percent and 28.3 
percent respectively from 22.0 percent and 32.0 percent in 2002-03 respectively. 
But the share of exports to European Union was broadly maintained. Among 
developing countries, exports to Asia and Africa regions grew strongly. In 2003-
04. with the high international crude petroleum prices resulted in a rise in the share 
of OPEC region in India's imports, the consequent gains in terms of trade for the 
OPEC also led to an increase in the region's share in India's exports. 
We now see that India is still a small player in international trade, 
accounting for only 0.8 percent of the vv'orld trade but the Indian economy is 
globalizing very fast and USA remains India's largest trading partner and plays a 
important role in India's foreign trade. 
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India's exports share in world exports in 1990-2000 was around 0.6 percent 
but it increased from 0.6 percent 0.8 percent in 2002-03. The change in the share 
of India's exports in world exports depends basically on their comparative rates of 
growth over change of time. 
In US dollar terms, India's exports in 1991 was US $ 17664 million as 
compared to world exports, world exports in 1991 were US $ 3477600 million. In 
1998, India's export grew to US $ 32039 million while in the same year world 
exports rose to US $ 5075047 million, while in 2002, India's exports in world 
exports increased to US $ 46358 million and total world exports rose to a level of 
US $ 6126225 million. 
In commodity wise, the India's share in world exports in terms of 
percentage was also fluctuated during 1990s. In 1993, exports of agricultural 
commodities grew by 36.0 percent, that of manufactured commodities that grew 
by 26.0 percent and ores and minerals rose by 28.0 percent. In 1991, the share of 
tea in world market was 18.6 percent that was declined to 16.4 percent in 1998 and 
it further declined to 12.6 percent in 2002. It means that India's export of tea was 
declining. 
The export of tobacco and tobacco manufactured was also not increased; 
tobacco and tobacco manufactured share was nearly same in 2002 as it was in 
1991. It means its share in 1991 to world market was 0.8 percent and in 2002 it 
was still hang to 0.8 percent in the year 2003. 
The same trend we find in the export of leather in world market. In 1991. 
leather exports in world market was 3.2 percent and in 2002 its share was only 3.0 
percent, it means in the gap of eleven years, leather share was declining by 0.2 
percent from 1991 to 2002. 
We find the share of export of pearl precious and semi precious stones 
were increasing, in 1991, its share was 7.8 percent and it was increased to a large 
margin of 13.6 percent in 2002. 
In 1999 and 2000, Indian exports growth outperformed world exports and 
the declined in exports during 2001 was much milder in India as compared to 
world trends. 
The India's trade in services has deteriorated badly since mid 1980s. Net 
invisible trade have recorded a steep decline of 25.1 percent from 1980-81 to 
1989-90, but after 1990 onwards, trade in services (invisibles) was increasing and 
it is a good sign for India's exports. In 2003, India was the 20"' leading exporter of 
services in the whole world. For India, services accounts for 51.0 percent of gross 
domestic product (GDP) and 31.0 percent of total exports. In this regard we say 
that services sector is one of the area that India needs to focus upon sharply to 
increase its share in world market and the last few years, Indian economy have 
experienced the major increase in the world trade in services. The share of services 
sector in India's exports increased from 4.9 percent in 1991 to 14.8 percent in the 
year 2000 and percentage growth was 6.5 percent in 1991, and it was picked up to 
12.0 percent in 2000. Trade in services is increasingly being perceived as the 
"engine of growth" of the 21^' century. Hence, this invisible sector, which includes 
software, telecommunications, roads, ports, etc. has come to play a unique position 
in the country's economy. 
In 1990, India's services export was of the order of US $ 4.6 billion while 
in 2000 it increased to US $ 14.8 billion and in further years, the average growth 
rate of the over all services will be increasing very fast and it is expected that 
exports of this sector will be around US $ 32.8 billion in the year 2007. 
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India's services share in world service exports is increasing since 1990. In 
1990. India's services share in world services export was only 0.57 percent and 
that was increased to 0.67 percent in 1997 and in 2000 it was picked up to more 
than 1.0 percent. The percentage growth of world service export was also 
increasing from 4.7 percent in 1990 to 6.01 percent in the year 2000. So, here we 
see that the share of India's export of services is increasing year after year. 
The main and important products of India's exports to major countries are 
wheat, tobacco, spices, cashew, oil meals, Niger seeds, basmati and non basmati 
rice, sugar, fruits, gaur gum, vegetables, meat and meats products, floriculture and 
shellac. But India has major competitors also in the world trade. The major 
competitor of basmati rice is Pakistan, while competitors of non-basmati rice are 
USA, Thailand and Vietnam. The competitors of wheat products are Canada. 
USA. Argentina and Australia. Tobacco competitors are countries of USA, Brazil. 
Argentina, Zimbabwe, and China. The main competitors of product spices are 
Thailand, Brazil, Guatemala, Malaysia and Indonesia. The competitors of sugar 
are France, Cuba, Brazil, Australia and Thailand and cashew product competitors 
in world market are Mozambique, Ivory Coast, Guinea, Brazil and Vietnam. 
So we have to be careful about the quality and cost of these main products 
because if our quality is not good than our competitor countries will go ahead with 
us in world market. 
Due to the globalization on our external sector, our foreign currency 
reserves that has fallen to nearly one billion dollars in June 1991 grew 
substantially to over 20 billion dollars on March 10, 1995 that is only in between 
the four years gap, foreign currency rose up to 19 billion dollars. Due to the 
globalization, our balance of payments situation is become little comfortable. The 
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current account deficit is also declining in recent years because of globalization 
process in the country. 
In India, globalization implies to opening up the economy to foreign direct 
investment by providing facilities to foreign companies to invest in different fields 
in the Indian economy, removing constraints and obstacles to the entry of multi 
national companies (MNCs) in India, allowing Indian companies to enter into the 
foreign collaborations in India and also encouraging them to setup the joint 
ventures abroad etc. Hence, we say that the process of globalization effects very 
well and due to globalization, our Indian economy performed well in the over all 
sectors in the economy. 
The same is the condition of world trade organization (WTO) establishment 
in the Indian economy in 1995. WTO is an international organization that 
promotes the provisions of trade laws and regulations. The WTO is formally a 
structured organization whose rules are legally binding on its member states. 
Member countries can refer trade disputes to the WTO where a dispute penal 
composed of World Trade Organization officials serve as arbitrator. Members can 
appeal this panel's ruling to the WTO appellate body whose decisions are final. 
Disputes must be resolved with in the time limit set by WTO rules. The WTO 
regime will benefit those counties more, which shows wits and skills in the 
ongoing dialogue. The concepts of liberalization on international trade, 
deregulation and privatization of internal economy have now been strengthened 
and legalized under WTO. 
The benefits that India get from WTO are that the GATT Secretariat 
projects that the largest income will increases in the areas of clothing (60.0 
percent), agriculture, forestry and fishery products (20.0 percent) and processed 
food and beverages (19.0 percent). According to the government of India, since 
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our country's existing and potential export competitiveness lies in these products; 
therefore, it is logical to believe that India will obtain large gains in these sectors. 
Other benefits that India expects relates to the improved prospects for agricultural 
exports and earnings from agriculture exports are likely to increase, other benefit 
is that the Uruguay Round Agreement has strengthened multilateral rules and 
disciplines. The most important of these relate to anti-dumping, subsidies and 
countervailing measures, safeguards and dispute settlements. This is likely to 
ensure greater security and predictability of international trading system and thus 
create a more favourable environment for India in the new world economic order. 
To sum up, we can say that India has performed well in some areas of 
export sector and in the recent past the India's share of exports to other countries 
was also satisfactory' but it is still needed to improve in some areas of India's trade 
performance. 
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Preface 
The Foreign Trade of a country especially exports trade plays a very 
significant role in a long- term economic development. During the 1980s India has 
faced the huge foreign exchange gap, which witnessed to strengthen export base to 
overcome this situation. Therefore, it also needed to adopt and liberalize the policy 
towards exports. With this background, the study attempts to evaluate the 
structural changes in India's exports through trends, composition and directions. 
The study covers a period from 1991-92 to 2003-04 and beyond that is the 
period of post reforms that was started from 1991, but for the sake of analysis of 
the pre-reform period, we have also studied the period from 1980s. India's exports 
have been consistently rising. We see that now the share of merchandized exports 
is increasing as well as the share of Indian services exports is also increasing very 
fast, and its share progress is satisfactory. Therefore, this is a time to increase the 
efficiency of Indian services exports or Indian invisible sector especially banking 
sector, telecommunication sector, software and computer sector, etc. 
The share of India's exports in world trade was also overwhelming and 
good. In 1991, the India's export as percentage of world exports was 0.51 percent, 
which was increased to 0.80 percent in the year 2003. 
The main destinations of India's exports are countries of Organization for 
Economic Corporation and Development (OECD) in which mainly USA, 
European Union and Japan, regions of Organization of Petroleum Exporting 
Countries (OPEC) regions and Asia. There was a distinct down trend of India's 
export share in the Eastern Europe and .lapan during the nineties. The India's 
shares to Eastern Europe fell because of the disintegration of the USSR. 
With the implementation of World Trade Organization (WTO) agreements 
in 1995 in India, there was a unfavourable impact on the exports of agriculture and 
allied products, now WTO has brought both challenges as well as opportunities to 
India, and create a new and more favourable environment in new world economic 
order. Nowadays, the major supply constraints that hamper our exports include 
poor infrastructure, high transaction costs, quality problems etc. 
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CHAPTER 1: CONCEPTUAL FRAMEWORK AND BASIC ISSUES 
1.1: Introduction: 
Economic development Is a process, which involves economic, social, 
political and cultural changes in a given society. Apart from bringing in an 
increase in national income, it involves structural changes. Increase in 
national income can be achieved in different ways but the role of foreign 
trade cannot be completely neglected.' 
The role of foreign trade in the development is the most contentious and 
controversial issue. In the early period, trade was in the terms of barter, but 
also from inter regional to international. Therefore, we say that trade is 
regarded as one of the most important channel and vehicle of international 
trade. But up till no\\. it is still being debated that trade was "an engine of 
growtu" as Dennis Robertson said in 1940. -
Export shall be understood as process tlsrough which goods covered by 
the relevant entry are legitimately and effectively sent abroad intended for 
the consumption. The exportation of goods shall not be subject to payment 
of duties unless particularly provided for by Law. In other words, export 
means the legitimate unit of domestic goods from the countr)' intended for 
consumption abroad, carried out under specific conditions.' 
It is extensively accepted that export plays an important and vital role in 
economic life of nations by diffusing economic developments into other 
supporting industries and also plays an important role in the expansion of 
economic development of a countr}. 
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Developing economies in the early years signed out investment as a 
key to growth. Economic development is a multi dimensional process 
involving the reorganization and reorientation of entire economic and social 
systems. Though it is a comprehensive process, biased by both economic 
and non-economic factors. Different economic factors like capital, stock, 
skilled- labour, capital output ratio, technology, agricultural surpluses and 
foreign trade etc., mainly determine the pace and pattern of development 
process of countries. Foreign trade of goods, services and assets has been 
termed as a dynamic factor for economic development and one of the most 
powerful linkages among the various economies of the world.'' 
In the above discussion, we see that export plays a significant and 
important role in the expansion of economic development of a country and 
thus affects other variables in the economy and from the time of Adam 
Smith, economic development was the central theme of economic enquiry. 
During the 1940s economic development began to attract research and 
policy debate. A pessimistic and negative assessment of the prospects for 
export expansion and access to international capital flows led to the wide 
spread adoption of import substitution as a strategy for development. ^ 
The empirical studies shown that the 19th century trade which has 
been considered as "an engine of growth" was the product of certain 
peculiar as well as odd circumstances established at that time and the trade 
between "centre" and the "peripheral" areas expanded on account of them. 
These days the newly emerging doctrines which are determining the trade 
relations between the high and low income countries must be realized in 
order to make the international trade relevant to the rapidly changing real 
world and the requirements of primary producing countries. 
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India, which embarked and entered upon a programme of structural 
reforms in June 1991, is at present attracting significant attention all 
through the world. India's large economy and population, vast natural 
resources and its highly educated, skilled and scientific labour force means 
that India is destined to play a major role in the nation. 
With the per capita income of about US $ 310 in 1974, India is one 
of the world's low-income countries. Unlike those of most East Asian 
countries, the economy in India was characterized by slow growth during 
most of the period since the Second World War. It was only during 1980s, 
that the gross domestic product (GDP) growth rate accelerated to 5.4 
percent and per capita income grew by 3.3 percent per annum. The decade 
of high growth was followed in 1990 by one of the severest foreign 
exchange crisis in the history of a country. In response. India initiated 
radical and fundamental stabilization measures and a structural adjustment 
programme in June 1991. 
Soon after the independence, India adopted the path of planned 
development where the public sector was to play a major role in fostering 
and nurturing the growth at both Central and State levels. The first five-
year plan, which was commenced in 1950-51, was based on the Harrod 
Domar model and first and foremost determined on raising the level of 
investment in irrigation, power and other infrastructure for accelerating 
growth. 
The development strategy was changed thoroughly in 1956 with the 
introduction of 'Nehru-Mahalanohis model of industrial development" that 
highlights the development of heavy industry under the public sector. 
Domestic industry was secluded from foreign competition through high 
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tariff walls, exchange rate management's controls and licenses. This 
strategy of import substitution and heavy industry promotion has been 
criticized for having created a non-competitive, in-efficient, capital 
intensive and high cost industrial structure. It is further argued that this 
policy distinguished against labour intensive tradable agriculture and 
resulted in unwarranted and unnecessary export pessimism because of 
extreme concern about self-sufficiency. The criticism however, must be 
balanced against the fact that during this period. India built a large 
infrastructure not only in heavy and machine goods industries but also in 
the areas of power, irrigation, credit higher education, scientific research 
o 
and training. 
In the late 1960s, agricultural growth revived with the acceptance 
and adoption of green revolution technology in some regions. Coincidently, 
the manufacturing sector, which has seen a notable downtrend in the 
growth from 1964-65 to 1975-76, began registering for higher growth from 
1977-78. During 1980s, the Indian economy witnessed an unprecedented 
and extraordinary growth rate of 5.4 percent per annum. The 1980s was 
also a period when limited liberalization measures were initiated and steps 
were taken to modernize some of the most important industries, such as 
cement, steel, aluminum and power generation equipments. 
India as a developing country set out a planning process in 1950 for 
achieved economic growth with self-reliance. But it was intended to be a 
practical approach in which both import substitution and export promotion 
were to play a contemporary role. The initial thrust especially during the 
second and third five-year plan was on following an inward orientation 
strategy of giving priority to the development of basic and heavy industries 
and progressive substitution programmes not only involved high domestic 
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resource costs but also increased the dependency of the country on the 
capitalist world. Finally, the pressure on import substitution was reduced, 
and the emphasis began to be placed on exports. In reality, there was no 
explicit recognition of an export-led growth strategy, yet, some important 
shifts in industrial policies and programmes and stress on export promotion 
measurers did reflect a bias in the Indian policy frame and structure; 
whereby export expansion came to be considered as a critical factor in 
India's economic development.'" 
Now, it has been realized that "Export growth is not a luxury" for 
India. It is prerequisite and requirement for sufficient foreign exchange 
earnings to maintain the rhythm and tempo of economic development 
without sacrificing the country's self-reliance. The key to feasible balance 
of payment is strong and sustained export growth and an efficient import 
substitution*.'' 
Since independence, the national income has increased 6.6 times 
from Rs. 40,454 crores to Rs. 2,67,551 crores a compounded growth rate of 
4.1 percent per annum. The per-capita income has increased 2.9 times from 
Rs. 1.127 to Rs. 3,272 (purchasing power parity terms now stands at a 
healthy US $ 2390 million). While the growth domestic product (GDP) 
stands at Rs. 3,11,766 crores. Inflation has stayed at remarkably low levels, 
hanging around 4.0 percent in 2001. 
India is currently the fifth largest economy in the world in 
purchasing power parity terms. India's economic growth as well as its 
economic directions has been in two different phases: pre reform phase and 
post reform phase that is before 1991 and after 1991. 
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1:2 Importance and Hypothesis of the Study: 
The importance of export in the nation's economy is similar to the 
increase in investment, which multipHed with the value of the multiplien 
increases the national income to a much larger level compared to the initial 
increase in investment. It may be indicated as AY = A I. K, where K is the 
value of the multiplier. In the same manner, the increase in exports leads to 
the rise in national income to multiple extant, which may be stated as AY = 
A X. Kf, where Kf stands for the value of the foreign trade multiplier. 
We know that India is a country of excessive potential with the 
suitable and appropriate set of economic policies it can play an important 
role in the world economy in the next century. Economic growth and 
development of India can change the fate and necessity of a large section of 
the people in the world. While India has now made intentionally good 
progress in its economic performance since the balance of payment crisis of 
1991, but still the economic reforms in India remained an incomplete task.'^ 
Its fiscal deficits have been reduced, external accounts are stronger, 
the trade regime is more open and wide the financial sector has been 
enlarged, tax procedures have been simplified and administration is 
strengthened and powerful, India's growth has been around 6 percent since 
1992-93. However, there is a lot of scope for further improvement: India's 
growth is below that of the New Industrial Countries and India faces a 
poverty problem of enormous magnitude. 
As a resuh of the industrialization the patterns of the country's 
exports has been gradually getting transformed. There is now less 
dependence on traditional items like jute manufacturers, tea and cotton 
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textiles, to facilitate export of various new items, a series of measures have 
been taken. 
It appears that the growth of exports is extremely important, 
especially for the developing countries, which lacks foreign exchange 
availability. After the inception of planning in India, the foreign trade 
received less attention and the 1956 industrial revolution gave stress on the 
development of heavy and large-scale industries. It required large amount 
of imports of capital goods. During the past five decades, economists have 
expressed their concern with export instability, principally, as export 
instability affect the less developed countries. 
Briefly speaking, this study concentrates on a number of alternative 
hypotheses: 
a) Instability of exports tends to be greater for the developing economies 
than for developed economies. 
b) Instability of exports is positively correlated with greater degree of 
commodity concentration and geographical concentration of foreign 
trade. 
c) Instability of exports has tendency to decline overtime. 
d) Instability of exports is negatively related with economic 
development. 
Looking at India's exports in the world context, the most striking 
feature is the decline in its share of global exports till 1974. 
India is the seventh largest and second most populous country in the 
world. She has long been considered a country of an unrealized potential. 
Now in India the new spirit of economic freedom recently stirring in the 
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country bringing indiscriminate changes in its make. Due to this 
transformation and new spirit, the level of exports recorded as US $ 26.2 
billion of goods in 1994-95 and exceed to US $ 75 billion in 2001-02 of the 
exports mainly of gems and jewellery, chemicals, allied products, 
agricultural products, engineering products, readymade garments, 
petroleum products, electronics products etc. '^  
India's strong, dynamic and highly competitive private sector has long 
been a backbone of its economic activity. It covers for over 75.0 percent of 
its gross domestic product (GDP) and offers considerable scope for joint 
ventures and collaborations. 
Today India is one of the most emerging markets in the global 
economy. The dismantling of trade barriers and the movement to 
converting on the current account are important task or an important 
landmark for the countr>'. These developments together with the shift from 
import substitution to export oriented strategies clearly signify that India 
will become a significant player in the global trade. 
Easy access to modern technology and capital goods combined with 
India's advantages of low labour costs and abundant natural resources 
provide India with a distinct cutting-edge in world competition. 
Table 1 
India's Rank in the World 
Rank Share of the India in World (%) 
Area 
Population 
Arable Land 
Cement 
Nitrogenous-
Fertilizers 
Electricity-
Generated 
Hard Coal-
Production 
Iron ore 
Bauxite 
Manganese 
7 
2 
2 
5 
4 
5 
5 
6 
2.5 
16.2 
12.2 
4.0 
8.5 
2.4 
6.7 
6.8 
4.4 
5.9 
Export Intensive Areas: 
India is a big country with majority of exporters operating from 
Delhi, Mumbai, Kolkata and Chennai. Manufacturing or processing units 
are mostly located at other places of the country. The government of India 
has identified the following centres as export intensive areas classifying 
them under the ABC categories 
I 
Table 2: Export Intensive Areas 
Category A 
S.No 
01 
02 
City 
Tripura 
Moradabad 
State 
Tamil Nadu 
Uttar Pradesh 
Commodity 
Knitwear, Hosiery 
Brassware & Handicrafts 
Category B 
S.No 
03 
04 
05 
06 
07 
08 
09 
10 
City 
Ludhiana 
Surat 
Panipat 
Alleppy 
Jalandhar 
Ranipet/Ambur 
Nagpur 
Vishakhapatnam 
State 
Punjab 
Gujarat 
Haryana 
Kerala 
Punjab 
Tamil Nadu 
Maharashtra 
AndhraPradesh 
Commodity 
Heavy machinery, 
Diamond Jewelry 
Handloom 
Coir 
Sports goods 
Leather 
Hand tools 
Marine Products 
hosiery 
Category C 
S.No 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
City 
Meerut 
Aligarh 
Agra 
Khurja 
Kanchipuram 
Sivakasi 
Salem 
Ambala 
Jamnagar 
Rajkot 
Vapi-Ankleshwar 
Batala 
Bhagalpur 
State 
UttarPradesh 
b'ttarPradesh 
UttarPradesh 
UttarPradesh 
Tamil Nadu 
Tamil Nadu 
Tamil Nadu 
Haryana 
Gujarat 
Gujarat 
Gujarat 
Punjab 
Bihar 
Commodity 
Sports goods 
Brass locks 
Leather footwear 
Pottery 
Silk 
Safety matches 
Hand tools 
Scientific Instruments 
Brass parts 
Engine pumps 
Chemicals 
Machine tools 
Weaving 
n 
Export Infrastructure: 
Exports are the major focus of India's trade policy. Those companies 
that are global in outlook, India presents itself as a production base. The 
export promotion package compare favourable with incentives in the world. 
Big advantage of locating in India is that the professional working people 
speak English. In-fact, English is the pre dominant business language in 
India. India's rich resource and production base provides significant 
opportunities for global investors to set up export oriented units in India. 
In order to boost exports, government has given special recognition 
to institutions and areas because of their concentration on exports. They 
are: (a) Major exporters like export houses, trading houses, star trading 
houses and superstar trading houses, (b) 100 percent Export oriented units 
(EOUS) and (c) Export processing zones (EPZs). "' 
In less developed countries, the exports of primary products markets 
are very unstable. They are continuously facing deterioration in terms of 
trade due to decrease in their prices of their exports, rapid and fast increase 
in prices of imported petroleum products and of manufactured imports from 
developed countries. 
The problems on export front like export stagnation instability in 
export earnings, deterioration in terms of trade combined with rapidly 
rising imports created further problems of growing balance of payment 
deficits and mounting external debts for less developed countries. 
The adverse movements in the terms of trade of developing nations 
have aggregated the problems arising out of the slowly expending exports 
of these developing countries. We find that ''Most of the underdeveloped 
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countries are saddled on seated with a basket of traditional export goods -
the prices of which have been coming behind." Myrdal tried and explained 
the reasons for the "too low", a price for the primary products of under 
developed countries (UDCs), has supported the Prebisch-Singer hypothesis 
that the terms of trade between developed and underdeveloped countries 
have always moved against the primary producing countries. '** 
1:3 Objectives of the Study: 
In my research work there are few important objectives which are 
necessary for the study and analyze the export performance during the 
period 1980-90 to 1991-2004 onwards with a view to identify the factors 
influencing the export performance. The specific objectives set out for the 
study are as follows: 
a) To ascertain the reasons responsible for the slow growth of India's 
exports before the adoption of new trade policy. 
b) To study the various aspects of the trade policy that adopted in 1991. 
c) To investigate the new trade policy on the structural changes in the 
Indian exports. 
d) To suggest measures for promoting India's exports of the thrust 
products in the thrust market. 
The study has the significance due to the initiation of the process of 
economic reforms in India since 1991 focusing primarily on liberalization 
of the external trade regime. With the initiation of the process of economic 
liberalization, export sector is now more exposed to competition. Therefore, 
it is important that we adopt appropriate measures to overcome the 
difficulties. 
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1:4 Database and Research Methodology: 
In the research methodology, the research data is of two types. These 
two types are: 
(i) Primary Data and 
(ii) Secondary Data 
The secondary data mainly collected from already published sources, 
which are published by the government, organizations and also individual's 
researchers. This study is based exclusively on secondary sources of data, 
which are published mainly by the Ministry of Finance, Government of 
India, other departments/offices of the government of India and Reserve 
bank of India, data is also collected from the trade statistics published by 
Central Statistical Organization (CSO), publications of the International 
Monetary Fund (IMF), various issues of economic surveys published by the 
Ministry of finance. Government of India, and the various export volumes 
published by DGCI&S (Director General of Commerce, Intelligence and 
Statistics). Besides these sources, we have also taken data from "foreign 
trade and balance of payments" issues published by CMIE, Mumbai. 
The period of export sector being selected in 1991, which marks the 
beginning of a new era in the field of Indian exports. Often we have looked 
back to time period prior to 1991 for the sake of analysis. 
We already know that exports largely depend on the availability of 
export surplus, positions of domestic demand and supply of these products 
and the government's policy of exports. On the other hand, foreign demand 
and foreign commercial policy play an important role in the determination 
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of exports. But this approach is helpful only if basic factors of exports of 
demand are to be analyzed. 
The methodology used is purely simple, analytical and does not go 
beyond calculation of percentages and arithmetical averages. Thus, the 
statistical treatment throughout the study is based on simple statistical tools. 
1:5 Review of Literature: 
With a view to evaluating the objectives of the study, it is necessary to 
have an idea of the findings of some of the earlier research studies and the 
literature and the methods adopted therein. This review of literature is, 
thus, connected with the structural changes and performance of India's 
exports and trade policy. It will hopefully, provide a basis for confirming 
the earlier findings or for contradicting them and there by throw up points 
of departure for further studies. Among the many important studies, a few 
of them can be cited here. 
A large literature by different economists in different periods like 
Michaely (1977), Balassa (1978), Tyler (1981), Feder (1983), Kavaussi 
(1984), Ram (198.5), have based their studies on macroeconomics data. All 
of them have examined the positive exports and economic growth linkage. 
However, Indian policy makers have ignored all these factors. Among the 
many objectives behind India's present-day desire to attract foreign 
investment is the belief that foreign firms access to international trading 
networks may give Indian exports the much-needed boost. At the same 
time, foreign firms may think of India as a supply platform for their 
worldwide operations because of the relatively low production cost in 
India. While this attempt to inviting foreign investment may be beneficial 
for India's export performance, the policy making has occurred in the 
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absence of systematic empirical support for the proposal, based on 
contemporary data, that a higher level of foreign ownership and possession 
is associated with a higher ratio of export sales.'^ 
Massel (1970) examined the relationship between instability in the value 
of exports and set of variable commodity concentration, geographic 
concentration, specialization on food, specification on raw materials, export 
market share, domestic consumption of exported goods, size of the export 
sector, per capita income and dummy variables to distinguish developed 
countries from less developed-for fifty-five countries (thirty-six less 
developed and nineteen developed countries) for the period 1950 to 1966. 
He found that less developed countries instability was higher by 50.0 
percent. Besides there was significant relation between instability and 
commodity concentration but the relation with other variables was non 
significant. "^ 
Voivodas (1974) reported the export instability have to be negatively 
co-related with the rate of growth of total out put for thirty-one less 
developed countries and six primary' producing developed countries. There 
was no significant relationship between instability of foreign inflows and 
7 1 
the rate of growth of total products. 
Rangarajan and Sunderrajan (1976) considered that impact of export 
fluctuations on the income of eleven developing countries and two 
developed countries. It was found that instability of exports led to 
instability of income growth rate was not in the same direction in all 
countries. In case of five countries, there was a decline in growth rate when 
there was increase in instability of exports. 
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Das (1991) examined the instability indicators of various variables 
affecting coffee exports (unit value, quantum, export value, terms of trade, 
purchasing power or capacity, domestic production and whole sale prices), 
general exports (unit value, quantum value, export value, terms of trade and 
purchasing power) and general imports (unit value and quantum) for the 
period 1956-57 to 1985-86 as well as for two sub periods 1956-57 to 1972-
73 and 1972-73 to 1985-86. It was found that instability indicators of coffee 
exports were higher than those of the corresponding variables of domestic 
indicators- general exports and general imports. Coffee exports suffered 
from chronic instability, mainly due to the exports of coffee to non-quota 
countries. ^^  
Jaganathan (1992) estimated the instabilities of export earnings of 
selected groups (agricultural and allied products, ores and minerals and 
manufactured goods) and selected commodities (cashew kernels, coffee, 
fish, oilcakes, rice, tea and mate, mica, iron ore, engineering goods, 
chemicals, jute manufacturers and precious stones) and rest of the 
commodities. All commodities are taken for the period of 1974-75 to 1989-
90. It was found that instability in export earnings was caused mainly due 
to unit price in rice, cashew kernels, fish preparations, coffee, mica, iron 
ore, tea and jute, where as in case of oil cakes, the source of instability was 
found in volume. 
The over all commodities, instability index were lower than instability 
index of the rest of the commodities. Moreover, the selected commodities 
had stabilizing effect on the export earnings of India. 
Bhat and Veeraraju (1995) have analyzed the export instability index of 
India for four decades (1950-51, 1960-69, 1970-1979 and 1980-92). They 
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examined the relationship between export instabiHty and economic growth 
and identified factors affecting exports instability. Results of the study 
showed that decade wise export instability index was highest during 1960-
69 and lowest in 1970-79. There was significant positive relation between 
export instability index and economic growth during the decades 1960-69 
and 1980-92 and negative relation during the period 1950-59, 1970-79 and 
1980-92. 
Regarding factors affecting export instability-it was found that 
exchange rate and share of selected primary exports to total exports, 
instability index in India and all other variables (real gross national product, 
inflation rate, share of Indian exports in world exports, political instability) 
were having negative influence. ^^  
Here above, we see that all the studies had led to the conclusion that 
instability in less developed countries, was generally higher as compared to 
developed countries and there was a tendency for instability to decline 
overtime. 
Kalyan M. Raipuria (2000) said that globalization would get a further 
momentum in the new millennium. More than the change in the pattern of 
trade in goods, the change in favour of services in foreign trade transactions 
will need a close watch by India in the new millennium in order to 
compete, survive and make a leap forward in the world market for 
maximizing the national income and employment. 
Pankaj Ghemawat, Murali Patibandla (1998), examines three successful 
export industries. They are diamond cutting and polishing, garment and 
software industries, in order to determine the effects of the economic 
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reforms undertaken in 1991 and discuss further reforms that still need to be 
made. Analyzing each industry's recent performance and future prospects, 
they find that the reforms have enhanced India's competitiveness in labour 
intensive and skill intensive industries, reduced the dependence of 
competitive industries on inefficient domestic supplies and infrastructure, 
and enhanced domestic competitive conditions. 
Nonetheless, they find causes for concern about each industry's ability 
to sustain growth, pointing up the need to continue to extend and deepen 
the reforms process." 
Kantan wala (1991) have tried to examine the structural change in 
aggregate Indian exports and in exports of various sections during 1970-71 
to 1980-81. The share of developed countries in Indian exports of primary 
products and commodities has decreased while shares of underdeveloped 
countries, Organization of Petroleum Exporting Communities (OPEC) and 
Russia have increased, while in manufactured commodities, the share of 
miscellaneous manufactured goods to developed countries increased and 
share of machiner\' and transport to underdeveloped countries also 
increased". 
K. K. Kaushik and Paras (2000) statistically verifies the growth, 
variability, sources of variability and the impact of export instability on 
economic growth and environment in the Indian case in process of ongoing 
policy reforms. To this end, growth, export instability and variance of 
logarithm of export earnings around an exponential trend are estimated to 
access the relative importance of price and quantity fluctuations. The major 
findings of the study are as follows: firstly-export of the Indian agriculture 
and allied products and of manufactured have increased significantly since 
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the initiation of trade liberalization, secondly- export earnings instability is 
the main due to volume instability rather than price variability, thirdly-
export instability showed a negative and statistically significant impact on 
economic performance of the economy, and finally the results obtained are 
similar to those reported earlier for less developed countries. 
The work of Man Mohan Singh is one of the pioneer works, which was 
carried on during early 1960s. The study has carried out extensive analysis 
of India's exports performance during 1960s. Study also forecasted the 
future export of major primary products. The export prospects of non-
traditional items were also examined. But this study has not considered the 
export of India to particular countries. Yet his study is one of the pioneer 
works, which laid down the foundation of export policy to be followed for 
time to come. ^^  
Deepak Nayyar's (1976) study gives full account of India's export 
performance commodity wise. But the study does not provide necessary 
guidelines to increase exports in developing countries. It deals with the 
export performance of India based on commodity, which does not take into 
account during 1960s." 
Pami Dua and Anirvan Banerji (2001) present a method for predicting 
cyclical downturns and upturns in Indian exports using the thirty-six 
country's real effective exchange rate and leading indices of major trading 
partners. These leading indices are developed at the Economic Cycle 
Research Institute and forecast the onset and end of recessions in overall 
economic activity in these economies. The results show that the new 
leading index of Indian exports (in level and growth form) would have 
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anticipated most of the cyclical turns in real exports, the price of exports 
and their value over the past twenty-five years. "^ 
Leena George (2001) studied the changing scenario of foreign trade 
where global openness is the key element, there is a strong case for the 
export-import (EXIM) policy to move away from short term balance of 
trade considerations to a medium term perspective for accelerating export 
growth as a platform for industrial development, employment generation 
and for foreign exchange earnings. ^^ 
B. Bhattacharv^a and Prithwis K. De (2000), examines empirically 
whether reforms have resulted in a change of the export composition 
specially, where there has been a movement in favour of technology and 
knowledge-intensive goods and away from primary resource-intensive 
products. In this study an attempt has also been made to find out whether 
the demand for knowledge or capital- intensive products, is increasing at a 
faster rate than that of the labour intensive products. The results show that 
India's exports have shifted towards more value added product categories. 
Their gain has primarily come at the cost of labour intensive products. 
Further, the study also reveals that the demand for knowledge intensive or 
capital-intensive products is increasing at a faster rate than that of labour 
intensive products. "'* 
Aghion, et al. (2003), have studied the effects of the 1991 Indian 
liberalization on industries and regions. They find that the reforms have had 
strong in-equalizing effects by fostering productivity and output growth in 
three-digit industries that were initially closer to the Indian productivity 
frontier and that were located in states with more pro-employer labor 
institutions.^^ 
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A number of economists, highlighting various beneficial aspects of 
exports, such as greater capacity utilization, economies of scale, incentives 
for technological improvements and efficient management due to 
competitive pressures abroad. The implication of these discussions is that 
there are substantial differences between marginal factors productivities in 
export oriented and non-export oriented industries. Such that the export 
oriented industries have higher factor productivity. It follows than that 
countries that have adopted policies less biased against export benefited 
from closer-to-optimal resource allocation and higher growth. "^  
1:6 Scope and Problems of the Study: 
The study has wide coverage because it emphasis is on identifying 
the factors attributed for the slow growth of India's exports. 
Since 1996, both agriculture and industry have lost steam, firstly because 
the green revolution become exhausted and loose the power and value that 
is, the green revolution petered out and second, because the demand 
emanating from the agricultural sector was not enough to support larger 
industrial production. Agriculture will remain a bottleneck for the industrial 
growth. ^ ^ Hence, India's exports of agriculture and allied products has 
fallen in the recent years which is an eye opener for the India's planners, 
because agriculture provides employment to a large number of people, 
therefore, an adequate attention to the agriculture sector is important. 
The slower than expected global recovery is largely attributed to the 
lack of growth impulses in major advanced countries. While real gross 
domestic products (GDP) growth in these economies is improved 
marginally in 2002; there are concerns over the increase in unemployment 
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and deterioration of fiscal balances. Rising unemployment might lower ness 
of spirit i.e., dampen the consumer demand further in the United States and 
the European Union, Japan despite being projected to achieve a positive 
growth in 2003, is yet to recover well enough to engineer a larger global 
turn around. 
The export sector of India in recent past has come to occupy an 
important role in the development of the overall strategy. This is because 
the high level of export trade activity benefits the domestic economy in 
several ways. Primarily it provides the much-needed foreign exchange for 
adopting a muUitude of capital goods, machinery, raw materials and other 
resources needed for the industrialization and economic development. An 
increasing export sector is also considered to be essential for promoting 
self-reliant growth by making country's development efforts less dependent 
on the uncertainties of foreign aid, loans and grants as well as to meet the 
growing debt servicing charges. 
This emphasis on exports is in mark contrast to the attitudes of our 
economic planner towards exports in the past. We all know that when the 
first five-year plan was launched in 1951. India had a comfortable foreign 
exchange reserves due to the Korean War boom. This plan gave a high 
priority to agriculture; the need for the countr}''s export expansion was not 
realized. During the second five-year plan, priorit\' shifted to the 
development of basic and heav\' industries. For example, it was believed 
that no significant increase in export earnings was possible as Indian 
exports mainly consisted of primary products and raw materials, which 
were faced with unfavourable demand conditions in the world market. 
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Export of non-traditional goods was expected to increase only when 
India achieved industrialization. Thus, the export sector was not given any 
important role in the planned economic development of the country during 
the first two five year plans. 
But this neglect of the export sector caused considerable harm to the 
country and by 1956-57 a foreign exchange crisis overlook the country. 
Consequently, the third five year plan showed a distinct change in the 
attitude of the planners towards exports who went on acknowledging the 
fact that "one of the main drawback in the past has been that the 
programme for exports has not been regarded as an integral part of the 
country's development efforts under the five year plan". •^^ Since then the 
export sector has come to be regarded as an important sector of the Indian 
economy. ' 
The export sector has been followed by changes in export policies 
with a view to promote export growth. Several policy initiatives have been 
under taken especially since 1970 for a continuous development and 
expansion of exports. In-fact, the importance of the export sector in the 
planned development of the country like India cannot be minimized. This 
sector influences the other sectors both directly and indirectly. It is the most 
important source of meeting the challenges of mounting import bills, 
accumulated debt service payments and the bleak prospects for 
concessionar)' grant and aid. In short, an expanding export sector is 
important and essential both for promoting self-reliant growth and efficient 
ufilization of resources. 
The committee on trade policies has observed it that "in India the 
significance of foreign trade is qualitative rather than quantitative and its 
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role is a kin to that of bicycle chain which is needed to make the wheels go 
round and keep economy on the move.""^" 
The scope of the study also entails for searching thrust markets for 
thrust products. It also seeks for depending not only on traditional trade 
partners but also looking into other countries and the regions. Exports have 
not only provided means of financing imports but also helped in the overall 
expansion of the economy by making available the benefits of economies 
of scale and international specialization. 
It is therefore important that India must devise ways and means to 
promote export from every sector to earn much-needed foreign exchange. 
1:7 Plan of Research Work: 
In my research topic "Structural Changes in India's Export Since 
1991", the work plan attempts an analysis of changing behavior of India's 
exports during 1991-92 to 2003-04. whether it is demand or supply factors 
that determine the observed pattern of export growth. India's exports 
witnessed a change in the growth path since the mid eighties. Such a 
changing export growth path, being coincidental with India's trade 
liberalization efforts, is often attributed to price responsiveness of exports, 
improvements in incentive infrastructure towards trade or may be due to 
increasing capability of export with industrialization and changes in 
development strategy. Therefore, the study of my research is divided into 
five chapters. 
The first chapter will be discussing the conceptual framework and 
basic issues. It will also discuss the importance and objectives of the study 
plus the methodology of the research work. 
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The second chapter will be the Institutional Export Infrastructure in 
India. In this chapter we will discuss about Institutional Infrastructure to 
promote India's Exports. 
The third and fourth chapters form the core chapters of the study. 
They will study the structural changes in India's exports during pre and 
post reform period, in which we will discuss the trends, composition and 
directions of India's exports and in fourth chapter we discuss the causes for 
the slow growth of India's exports in some years of the study period and the 
measures to be adopted for the expansion of exports. Finally the fifth and 
last chapter of the thesis undertakes to summaries the whole subject matter. 
It categorically puts forth the conclusion and suggestions to help and 
improve the foreign trade scenario in India to boost her export particularly 
by including significant and productive changes in the composition, trends 
and direction of the India's trade. 
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Chapter 2: Institutional Export Infrastructure in India 
2:1 Introduction: 
In each and every country, an exporter always needs a guidance and 
assistance at different stages of his export efforts. 
Recognizing the need of assuring adequate and effective support to 
the export effort of the country, the intensification of institutional 
infrastructure has been a continuous process. The process of intensification 
has included: The creation of new and specialized agencies in the economy, 
reorganization of the existing ones and enlarging the scope of various other 
organizations. 
The institutional framework as it exists today comprises functionally 
in different sections of policy formulation, advisory role, and commodity 
specialization, state trading organizations, service support institutions, role 
of the state government and the commercial representation. The Ministry of 
Commerce is the apex and the main body vested with the task and work of 
formulation, coordination and execution of the national foreign trade 
policy. Other ministry, that is the Ministr>' of Textiles that was also created 
and established in 1985. The function of this ministry is to provide an 
exclusive and undivided consideration and attention to the export 
development of important traditional sectors of the economy. Until few 
years back, the export activities of the traditional sectors, particularly 
textiles, handlooms, jute and handicrafts and sericulture remained within 
the purview and disposition of the Department of Textiles as a part of the 
Ministry of Commerce. Therefore, now we say that the Ministr>' of 
Commerce and Textiles plays a pivotal and important role in the national 
economy particularly as an apex body looking after exports in the country . 
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2:2 Institutional Infrastructure to Promote Indian Exports: 
The Government of India has made an attempt to develop an 
institutional infrastructure that would facilitate the promotion of Indian 
Exports. This infrastructure encompasses and enclosed six different fields. 
Or we may say that this infrastructure is a six-tier arrangement and each tier 
has certain objectives and goals. These six-tier infrastructures are described 
below. 
2:2.1 Ministry of Commerce: 
The Department of Commerce engages in trade negotiations and 
agreements at multilateral, regional and bilateral levels. It interacts with 
international agencies such as the World Trade Organisation (WTO), the 
United Nation Conference on Trade & Development (UNCTAD), the 
Economic and Social Commission for Asia and Pacific (ESCAP), etc. as 
well as individual country or group of countries on a wide range of issues 
including tariff and non-tariff barriers, international commodity 
agreements, preferential / free trade arrangements, investment matters, etc. 
Functioning under the Department are Commercial Offices attached to 
Indian Missions abroad which help in shaping international trade policy. 
The Ministry of Commerce, Government of India is the most 
important organization concerned with the promotion and regulation of the 
foreign trade of the country. The Ministry has produce and elaborates the 
organizational arrangement to look after the various aspects of trade 
regulations and promotions. The Department of Commerce is assigned a 
very important role in different matters concerned with the foreign trade of 
the country, including commercial relations with other countries promotion 
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and regulation of the foreign trade and state trading etc. 
The department of commerce in eight divisions describes matters 
related to the foreign trade."' These eight divisions are: 
(i) Administrative and General Division: 
This division means general, administration and coordination with 
the divisions. 
(ii) Finance Division: 
It means financial coordination and policy formulation for Export 
Credit of Guarantee Corporation of India Limited (ECGC) Mumbai, which 
was formed and incorporated in the year 1957. 
(iii) Economic Division: 
The Economic Advisor heads Economic Division. He is responsible 
for: Export Planning, Periodic Appraisal and Review of Policies, 
Formulation of Export Strategies, Maintaining the coordination and 
constant contracts with the other Divisions which have set up under the 
Commerce Department to assist the export drive. This division also 
monitors and handles the work relating to technical assistance and 
management services for export and overseas investment by Indian 
entrepreneurs. 
(iv) Trade Policy Division: 
The task of trade policy division includes-
>• To keep abreast of the development in the international 
organizations like UNCTAD, WTO or GATT etc.. Economic Commission 
for Europe, Africa, Latin America, Asia and Far East (ESCSP). 
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> Division is also responsible for India's relations with the European 
Union, in which we include European Economic Community (EEC) and 
European Free Trade Association (EFTA). Latin American Free Trade Area 
(LAFTA), Other Regional Groupings and Commonwealth. 
> It also looks after the Generalized System of Preference and Non 
Tariff Barriers. 
> International Trade and Commercial Policy. 
> International Commodity Agreements. 
(v) Foreign Trade Territorial Division: 
> This division is committed and entrusted with the work relating to 
the development of trade with different countries and regions of the world. 
>• The division also handle the matters pertaining to (a) State Trading, 
(b) Barter Deals, (c) Organizations of Trade Fairs and Exhibitions (d) 
Commercial Publicity Abroad. 
>• It also maintains contracts with Indian Trade Missions abroad. 
>• Attend to the connected administrative work as also the protocol 
functions. 
(vi) Export Product Division: 
The export products division pays attention to the problems connected with 
production, Generation of surplus and development of markets for the 
various products under its jurisdiction. These various products are all 
agricultural commodities, marine products, chemicals, plastics, leather 
products, leathers, films, steel, sports goods, metals, coal, petroleum 
products, engineering products, mica, salt, minerals and ores etc. 
Although in administrative terms, the responsibility for these 
products remains with the ministries concerned. This Export Product 
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Division keeps itself in close touch with them to ensure that the production 
is sufficient to realize the full export potential. 
The division is also responsible for the working of export 
organizations and corporations dealing with these products. 
(vii) Export Services Division: 
The export services division deals with the problems of export 
assistance. It including import replenishment, export credit, export houses, 
licensing marketing development assistance (any grant etc.), free trade 
zones, dry ports, transport bottleneck, quality controls and pre-shipment 
inspection, guidance to Indian entrepreneurs, to set up the Joint ventures 
abroad, capacity creation export oriented industries, assistance to import 
capital goods and essential raw materials. 
(viii) Export Industries Division: 
The export industries division is responsible for a) development and 
regulation of rubber, tobacco and cardamom, b) Handling export promotion 
activities relating to the textiles, handlooms, ready made garments, 
woolens, silk and cellulosic fibers, handicrafts, jute and jute products coir 
and coir products. '^ 
2:2.1.1 Advisory and Executive Agencies: 
There are several advisory and executive agencies functioning 
under the Ministry of Commerce and the other Ministries, for helping the 
exporters. These are mainly attached and subordinate offices, trade 
promotion institutions, public sector corporations, commodity boards or 
registered societies. A brief description of the functions of some of these 
organizations is given below. 
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(i) Director General of International Trade (DGIT): 
The old name of the Director General of International Trade (DGIT) 
was Chief Controller of Imports and Exports (CCI&E). These are 
responsible for the execution of the export and import policies of the 
government. So. for improving the functioning of the organization, 
government of India proposed to change its name for CCI&E to the DGIT 
on August 13, 1991. Now the role of DGIT would be to promote exports 
and to remove controls. India now needs promoter of exports and not the 
controller of exports. Director General of International Trade's supporting 
offices are located at important port towns and commercial centers of the 
country. These include Agartala, Ahmedabad, Amritsar, Bangalore. 
Cuttack, Chandigarh, Chennai. Ernakulam. Guwahati. Hyderabad, Jaipur, 
Kandla, Kanaur, Kolkata. Mumbai, New Delhi, Panjim, Patna, Pondicherry. 
Rajkot, Shillong, Srinagar and Vlshakhapatnam. 
The advisory and policymaking organizations have been set up to 
ensure that the collective advise of the commercial interest is available to 
the government of India. The advices are: For framing and formulating 
export promotion and import policies and for successful implementation of 
these policies. 
(ii) Cabinet Committee on Exports: 
The Cabinet Committee under the chairmanship of the Prime 
Minister expedites decisions on important policy matters relating to the 
exports. It means the give decisions, which are free from any impediments. 
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(iii) Board of Trade: 
It has been reconstructed or reconstituted on 13th August 1991, by 
the Union Commerce Ministry with the minister of commerce as its 
chairman and the deputy minister of commerce is the Board's vice 
chairman. The Board consists of twenty- eight members including the 
representatives from different organizations and individuals with business 
standing and expertise in the field of commerce. The Board has powers to 
co-opt the additional members. The members of the Board hold office for 
two years and the Board ordinarily meets twice a year and advises the 
government on the matters relating to export and import policy and 
programmes; the operation of export and import controls; organization and 
development of commercial services; or organizations and expansion of 
export production. The Board of Trade ensures continual dialogue between 
industry and trade on the one hand, and the government on the other; The 
Board advices the government on policy measures for preparation and 
implementation of both short and long term plans for increasing exports in 
the light of national and international economic scenario; The Board also 
review export performance of various sectors, identifies the irresistible 
force and constraints and suggest the measures to be taken by the 
government and industr}' and trade consistent with the need to maximize 
the export earnings and restrict imports; In addition. Board also examines 
the existing institutional framework for export and suggest the practical 
measures for the reorganization with a view to ensure coordinated and 
timely decision making; The Board reviews the policy instruments, package 
of incentives and procedures for exports and suggest steps to rationalize the 
incentives to areas where these are most needed. 
The Board reviews half yearly performance of the country's 
economy in its commercial aspects and consider policies relating to the 
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expansion of exports, regeneration of imports and the operation of import 
and export controls. It provides a forum for discussion of the export pohcy 
and the export promotion measures taken by the government. ^ 
2:2.2 Consultative and Deliberative Bodies: 
The various consuUative and deUberative bodies have been set up to 
ensure that the collective advice of the commercial interests is available to 
the government of India for framing and formulating export promotion and 
import policies for successful implementation there of 
(i) Central Advisory Council on Trade: 
The council was constituted with effect from February 15, 1978 by 
merging the Board of Trade and Import and Export Advisory Council of 
Trade. It was re-established effectively on October 1987. The Council 
consists of forty-one members including the representatives from different 
trade organizations, Reserve Bank of India, Export Credit Guarantee 
Corporation (ECGC), Federation of Indian Export Organizations, Members 
of Parliament (MPs), Editor of the Economic Times and Financial Express 
and individuals with business standing and expertise in the field of 
Commerce. The Council has powers to co-opt additional members. The 
members of the council hold office for the period of two years. 
The council is presided over by the Minister of Commerce and he is 
also the chairman of the council. In his absence, the Minister of State for 
-7 
Commerce preside the council. 
The Central Advisory Council on Trade is scheduled to be meet once 
in three months through the time frame is not strictly adhered to. Based on 
the deliberations of the advisory council and the recommendation arising 
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and emanating there from, the government effects the necessary 
reorientation in policies, programmes, incentives, import export procedures 
and service support in respect of the different sectors of export industries 
g 
and export markets. 
(ii) Zonal Export and Import Advisory Committees: 
In order to make a detailed study of the export possibilities of the 
commodities exported from different regions and to advice the government 
on specific problems of exports from these regions. For this, the regional 
export promotion advisor)' committees have been set up the four such 
committees. These four zones are located in different regions. 
These four regions or zones are Western zone, (Mumbai), Eastern 
zone (Kolkata), Northern zone (Kanpur) and Southern zone (Chennai). 
These committees were set up in July 1968 to consider the following 
points. 
Difficulties found in the operation of prevailing import and export 
policies and procedures and to suggest the measures for improvement of 
disbursement of various other assistances. 
Difficulties in the matter of shipping, customs clearance, credit, 
insurance and export inspection and to suggest measures for improvement 
there in. 
Suggest improvements in the methods of working and public 
relations of the Director General of International Trade (DGIT) 
Organizations and other government departments, concerned with trade and 
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industry and representatives of various state governments and customs and 
Central Excise Department are included in these committees. 
The members of the committee have a three-year term and the 
. . . 9 
committee meets thrice in a year. 
(iii) Central Committee on Export/Empowered Committee of 
Secretaries on Exports: 
The cabinet committee on exports and the empowered committee of 
secretaries on export, were constituted in June 1986. They continue to 
provide the form for dealing with matters pertaining to exports, which call 
for coordinated consideration of various proposals in regard to export 
promotion, export production and export performance. The empowered 
committee of secretaries met twenty eight times between April 1987 and 
February 1988, and considered seventy three papers brought before it by 
various departments/ministries. The decisions taken on these papers helped 
in taking policy initiatives, clearing procedural bottlenecks and providing 
clear-cut policy guidelines for promoting the exports.'" 
2:2.3 Commodity Organizations: 
A number of organizations have been set up in the country with the 
objective of promoting and strengthening commodity specialization. More 
important among them are the Export Promotion Councils and the 
Commodity Boards. Here we define both one by one. 
2:2.3.1 Export Promotion Councils: 
One of the organizational arrangements made for the export 
promotion is the establishment of export promotion council (EPCs). The 
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government of India has set up export promotion councils for the 
promotion of export of specific commodities or group of products. There 
are about twenty export promotion councils in India. These councils are 
registered under the Companies Act 1956 as non-profit organization. They 
are given grants or supported by the central government under specific 
heads and senior officials are appointed on the working committees of these 
councils to provide guidance and advice. 
Membership of these councils is open to exporters on payment of 
subscription fees; the members of prescribed system of voting; the 
chairman and other office bearers are elected by the working committee 
elect the working committee of the councils. 
Major functions of the Export Promotion Council: 
The main functions of export promotion council are: 
> The Export Promotion Council help and assist the exporters 
in understanding, interpreting and implementing the export policies and 
export assistance scheme of the government. 
> Helping export promotion activities such as publicity, 
participation in exhibitions, trade fairs etc. 
>• Organizing of trade delegations of foreign countries for 
promotion of export of specific products or group of products. 
> Maintaining of effective connection with industry and trade. 
> Identifying the problems of exporters and representing the 
same to the government for finding a solution. 
> Help the exporters in identifying the export activities. 
> Collecting data on export growth and helping the government 
in evolving policies to sustain and improve exports in the right direction. 
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> Opening of foreign offices to assist the exporters in 
consolidating the existing export and diversifying the new products. 
>• Identifying the areas of potential of export growth.'' 
There are nineteen export promotion councils. These nineteen export 
promotion councils are given below: 
O Chemicals, Pharmaceuticals & Cosmetics Export Promotion Council 
O Apparel Export Promotion Council. 
O CashewExport Promotion Council. 
O Chemicals and Allied Products Export Promotion Council. 
O Cotton Textile Export Promotion Council. 
O Electronics and Computer Software Export Promotion Council. 
O Gem and Jewelry Export Promotion Council. 
O Plastics and Linoleum Export Promotion Council. 
O Engineering Export Promotion Council. 
O Export Promotion Council for finished leather & leather manufacturers 
O Shellac Export Promotion Council. 
O Silk and Rayon Textiles Export Promotion Council. 
O Sport Goods Export Promotion Council. 
O Spices Export Promotion Council. 
O Overseas Construction Export Promotion Council. 
O Handicrafts Export Promotion Council. 
O Wool and Woolens Export Promotion Council. 
O Handloom Export Promotion Council. 
O Leather Export Promotion Council.' 
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Some of these councils have opened the branches or regional offices 
in places other than their headquarters and overseas offices in selected 
foreign countries. 
There are so many advantages for those units, which registered with 
these Export Promotion Councils. These advantages are described below. 
The Bulletins and Publications issued by the councils contain useful 
information on trade condition in different markets. 
Exporters may ask for the inclusion in trade delegations and study 
teams sponsored by the councils. 
Exporters may have their products displayed or advertised in any 
particular country under the council's plans for publicity abroad, including 
participation in exhibitions. Trade enquiries received by the councils from 
commercial representatives abroad as circulated among members much in 
advance of their publications in the usual course. 
In case of survey in a foreign country arising from a dispute, the 
exporter may ask the overseas officers or correspondent of the council to 
witness the survey in order that his interests may be protected. The exporter 
may take any difficulty of a general nature to the council, which will make 
recommendations to the government for suggesting measures to remove 
such t>'pe of difficulties. 
2:2.3.2 Commodity Boards: 
There are nine statutory boards for the following commodities. 
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These are: silk, power-loom, coffee, coir, rubber, handicrafts and 
handlooms, tea, tobacco and spices. Commodity Boards deals with the 
entire range of production, development, marketing, problems etc. Some of 
these boards have opened their branch offices in foreign countries in order 
to promote the compensation of the commodities under their authority. For 
example, the tea board has set up various promotional units in foreign 
countries with a view to organizing generic promotion programme. 
(i) Marine products Export Promotion Council: 
The new name of marine products export promotion council is 
Marine Products Export Development Authority (MPEDA). It was started 
functioning in September 1972. This Authority serves the seafood industry 
right from fishing to processing, packaging, storing, transporting and 
marketing to the different markets all over the world. The Authority is 
entrusted with the task of ensuring a healthy growth of the industry through 
sound judgment regulation, conservation and control. Importers and 
exporters can obtain any information and control. Importers and exporters 
can obtain any information relating to the markets and products from the 
marine products exports development authority. 
The principal functions of the authority are: 
-> Registration of fishing vessels, processing plants, storage premises 
and conveyances relating to the marine products industry and exports with 
a view to promote a healthy development. 
-> Development, conservation and management of offshore and deep-
sea fishing. 
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-*• Laying down standards and specifications for marine products for 
purposes of export and to introduce comprehensive in plant inspection 
system to maintain a high quaHty of the products. 
•-*• DeHvering financial or other assistance and to act as an agency for 
extension of relief and subsidy as may be committed and entrusted by the 
government. 
-*• Presenting other types of assistance and service to the industry in 
relation to market intelligence, export promotion, trade enquiries and 
import of certain essential items required in small quantities for the 
industry. Improve the marketing of marine products overseas by providing 
market intelligence, market promotion activities, information on the types 
of products in demand in different countries, nature of processing for 
specific types of requirements etc. 
-*• Regulation of Export of Marine Products. 
->• Arrange for training in different aspects connected with export with 
special reference to fishing, processing and marketing. Such other measures 
be taken that will be of importance to the export industry. 
->• Marine Products Export Development Authority's services extended 
to foreign buyers range from spotting the right packers and exporters in 
ensuring that the products are delivered in the foreign markets on time and 
in prime conditions. 
-*• To ensure better coordination and to offer quick and effective 
service to the industry, the Marine Product Export Development Authority 
(MPEDA) has opened regional offices in major seafood processing and 
export centers and a trade promotion office at New Delhi. Marine product 
export development authority has also got a foreign office at Tokyo and the 
authority also has a plan to setup the similar offices in other major markets 
in the different countries. 
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(ii) Agricultural and Processed Food Product Export Development 
Authority (APEDA): 
To increase the export from agricultural sector, the processed food 
export promotion council has been upgraded as Agricultural and Processed 
Food Products Exports Development Authority. It will coordinate its 
activities with national bodies like Horticulture Board and State 
Government for generating production for exports and with research 
institute for development of value added products. The Authority would 
also under take quality certification and unify the existing inspection and 
quality control for products such as meat and meat products. 
The products covered by the agricultural and processed food product 
export development authority are: 
O Fruits, vegetables and their products 
O Meat and Meat products 
O Dairy products 
O Poultry and poultry products 
O Confectionary, biscuits and bakery products 
O Cashew nuts, groundnuts, peanuts and walnuts 
O Guar gum 
O Honey, jaggery and sugar products 
O Cocoa and its products and chocolates of all kinds 
O Cereal products 
O Alcoholic and nonalcoholic beverages 
O Pickles, chutneys and papads 
O Herbal and medicinal plants if \j 
O Horticulture and floriculture products 
iS 
Functions of Agricultural and Processed Food Products Export 
Development Authority are: 
O The development of industries relating to the above discussed 
products for export by way of providing financial assistance or otherwise 
for undertaking surveys feasibility studies, participation in the equity 
capital through joint venture and other relief and subsidy schemes. 
O The registration of persons as exporters of the products concerned on 
payment of such fees as may be prescribed. 
O The fixing of standard and specification of products for the purpose 
of exports. 
O Carrying out of inspection of meat and meat products in any 
slaughterhouse, processing plant, storage premises, conveyances or other 
places where such products are kept for the purpose of ensuring the quality 
of products. 
O Promotion of export-oriented productions and development of these 
products. 
O Improving the packaging standard of these products. 
O Improving the marketing of these products out side India. 
O The collection of stafistics from the owner of factories or 
establishment engaged in the production, packaging, processing, marketing 
or export of these products or from such other persons or may be prescribed 
on any matter relating to these products and the publication of the statistics 
so collected or of any portion there-of or extracts there-from. 
O Supplementing the commodity organizafions there the offices of 
Textile Commissioner and Jute Commissioner. The Texfile Commissioner 
is related with the development and regulation of all texfile industries other 
than jute and coir. It is also responsible for the development of textile 
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machinery industry. The Jute Commissioner is concerned with the 
development of jute industry and jute mill machinery industry. 
2:2.4 Service Institutions: 
Very large number of service institutions has been established for 
exporters to facilitate in their task of promoting exports from the country 
and also to meet the requirement of industry and trade. These institutions 
active in the areas of developing resource personnel for exports, export 
publicity, export market research, export finance, export credit insurance, 
packaging for export, organizing trade fare and exhibitions undertaken 
export publicity in foreign countries and developing quality awareness 
among the exporters. There are some fruitful and pioneer institutes in these 
areas. They are given as below. 
2:2.4.1 Indian Institute of Foreign Trade (IIFT): 
The main activities of this institute are as follows: 
O It takes surety and sponsors the candidate selected from the industry 
and trade, government departments, export houses, trading corporations for 
higher training at foreign countries in export management and export 
techniques and for gaining firsthand knowledge of the techniques and 
methods which adopted by the developed and advanced countries in export 
marketing. 
O The institute provides training of a high standard, short term and 
long term for executives and personnel employed in trade and industry, 
government departments, export houses, export organizations, Indian 
embassies, government trading corporations, consulates in foreign countries 
for developing specialization in the techniques, procedure and methods of 
international trade. 
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O Indian Institute of Foreign Trade plans, organizes, sponsors, under 
takes and commissions the marketing research and area surveys in abroad 
according to a organized and planned programmme in order to determine 
the characteristics of foreign markets and consumer preferences, assesses 
and estimate the current and potential demand for the Indian products, and 
put limits the scope and techniques to be adopted for an advanced and 
greater absorption of Indian products in these foreign countries. It also take 
into an account commodity studies with in the country with a view to 
locating new products and developing new uses of existing products with 
export potential and arrange the long term plans for their development and 
processing. 
O Institute also looks up for information to the business firms in 
matters in relating to the foreign trade. It also under takes and sponsors the 
practical as well as fundamental research on various problems of 
international trade. 
O The institute also takes into an account research problems assigned 
to it by the industry, trade and government. 
O The Indian Institute of Foreign Trade disseminates and scattered 
abroad the information through its quarterly journal "Foreign Trade 
Review'' and report on various products and market studies under taken by 
it. Its monthly journal "Foreign Trade Bulletin", look for scattered the 
information on new developments and decisions which affecting the Indian 
foreign trade. '^  
2:2.4.2 Trade Development Authority (IDA): 
Trade Development Authority was established and set up as a 
Registered society by the government of India, to bring about and organizes 
entrepreneurs largely in the medium and small scale sectors to develop their 
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individual exporters abilities and skills. It provides support in a 
personalized form to individual exports from the platform of intention and 
aim to export through collection of information, improvements to existing 
that is product development, market research and analysis. It also suggests 
them on export finance and helps them in securing and practicing export 
orders. 
Trade Development Authority was started working in 1970 and 
undertakes export development of industrial products. The Authority deals 
with the package assistance to business ventures at micro level after 
analyzing the potential of their products and their stipulations and 
requirements for assistance and support. It organizes commercial contacts 
between Indian units and foreign buyers and help in conclusion of 
contracts. TDA's offices are located at Tokyo, Frankfurt, New York and 
Stockholm. Trade Development Authority endeavor to intense and 
concentrate on particular products, particular exporters, particular markets 
and particular buyers. '^  
Once the export contract is complete, the Trade Development 
Authority provides a package of services falling within and outside 
governments jurisdiction, for example, production inputs, especially 
industrial raw materials and balancing implements and equipments, guiding 
and piloting through production control systems, financial credits, 
marketing, advertising, merchandising and other aids. 
Trade Development Authority's micro level approach detecting and 
distinguishing it from other export production organizations. 
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Initially, the TDA restrained its activities to a limited number of products. 
At present, trade development authority has now taken up a number of new 
products. These new products are as follows: 
a) Engineering products: 
Engineering products include the following items. 
Agricultural machinery and parts, electronic equipments and 
components, serving machines and components, bicycle's components and 
accessories, automobile auxiliaries and accessories, industrial fasteners, 
ferrous castings and forgings for industrial applications, fluid system, small 
tools and hand tools, diesel engines and parts, instruments for industrial, 
laboratory hospitals and educational use, builder's hard wares, scooters, 
motorcycles and mopeds, industrial machinery equipments and parts, 
machine tools and accessories, electrical equipment and accessories. 
b) Non Engineering products: 
Following items covered by the non-engineering products: 
Ready made garments and knitwear, home furnishings and made 
ups, including carpets and carpeting, leather goods including garments, 
sports goods, sporting accessories and camping instruments and 
equipments, wooden furniture, garden furniture, household ware including 
kitchenware, floriculture products including cut flowers, toys and dolls, 
dyes and chemicals, plastic and rubber products, paints and varnishes and 
allied products, granite and granite products, pharmaceuticals, processed 
fruits, juices and vegetable products, perfumes and perfumery products 
including agarbattis, handicrafts, basketr>', novelties and gift-wares. 
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Initially, the Trade Development Authority concentrated on Japan, USA 
and European countries but now it has intended its activities to Canada, 
Australia, New Zealand, ASEAN, Hong Kong, South Korea, Iran, Saudi 
Arabia, Kuwait and Iraq. 
The Trade Development Authority provides a broad range of 
services to the foreign buyers. It informs them of product availability, price 
structure, trust worthy and reliable sources of supply, delivery schedules, 
quality control status and special information that foreign buyers may need. 
All these services that provided by trade development authorit}' to the 
foreign buyers are free. 
In last few years the trade development authority has performed a 
number of buyers and sellers meet involving exclusive exhibition of Indian 
products. These meets have received very good response from the various 
visitors and foreigners. Many export promotion councils have also taken 
part in these meetings. Indian promotion campaigns in collaboration with 
Department Stores Abroad have also become a regular feature of Trade 
Development Authority's programme. The Trade Development Authority 
has also been organizing Contact Promotion Programmes for the purpose of 
establishing contacts with new buyers and booking trial orders. Trade 
Development Authority also disseminates which means spread widely the 
market intelligence and trade information through a weekly trade 
intelligence bulletin, which contains information on important contacts, 
import regulations and tariffs. GSP, trade fairs, exhibitions, names and 
addresses of foreign importers, distributors and agent and on imports 
methods and procedures in overseas. 
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The Trade Development Authority organizes, coordinates and help 
in undertaking market research and analysis. It has also undertaken a 
number of study tours and also arranged for participation of its clients in 
product specific specialized trade fairs. Trade development authority also 
invites many buying delegations to visit India. '^  
2:2.4.3 Export Credit Guarantee Corporation (ECGC): 
Export Credit Guarantee Corporation (ECGC) setup in 1957 in 
Mumbai provides export credit insurance and guarantee facilities to 
exporters and commercial banks. ECGC protects and defend the exporters 
from non-payment of proceeds an account of practical and commercial 
risks through various scheme with the initiation of its new schemes. ECGC 
has promoted enlarged area of its service. Its new schemes are (a) export 
finance (Overseas lending); Guarantee to cover foreign currency loans 
granted by banks in India to Indian contractors in execution of projects 
overseas, (b) Services (Comprehensive Risks) Policy, (c) Services (Political 
Risks) Policy. ECGCs branch offices are located in Chennai, Mumbai, 
Kolkata and some other places. '^  
The guarantees, which provided by Export Credit Guarantee 
Corporation, are with a view to help exporters to increase their turnover 
through its guarantees which ECGC issues to the commercial banks in 
India. The guarantees minimize and reduce the landing risk of bank, create 
an environment in which exporters get easier access to export finance, 
which is a critical factor for the rapid expansion and enlargement of 
business. 
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2:2.4.4 Indian Institute of Packaging (IIP): 
The Indian Institute of Paci<.aging was established in 1966 on the 
recommendation of the Indian Institute of Foreign Trade to promote exports 
through improvements in the standards of packaging. Indian Institute of 
Packaging is also registered under the Societies Registration Act. It is 
situated at Mumbai. The institute is primarily engaged in under taking 
research on raw materials for packaging industry, organizing training 
programmes on packaging technology and promoting and stimulating 
consciousness of the need for proper packaging. Indian institute of 
packaging provides technical advice on the problems of packaging faced by 
the industry and trade as well as facilities for testing and evaluation of 
packages and packaging material. 
2:4.4.5 Export Inspection Council (EIC): 
The export inspection council is a statutory body, which was set up 
under the Export (Quality Control and Inspection) Act, in 1963 to adopt 
measures for the introduction and enforcement of quality control and 
compulsory pre-shipment inspection of various exportable commodities. 
The textile committee conducts quality control of textile goods and 
machmery, setup under the textile commodities Act 1963. 
Presently, the Export Inspection Council's headquarter is in Kolkata. 
This council provides testing, certification and inspection facilities in 
respect of export commodities. It acts through its export inspection 
agencies numbering sixty-seven and situated at cosmopolitan towns, nerve 
centers of industries and trade, port and export points. The work of these 
agencies is enlarged by thirty-nine private inspection agencies and ten 
central government recognized agencies under the Act. Now days, three 
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types of inspection systems are in operation. Tiiese three types of 
operations are consignment wise inspection, in-process quality control 
system and self-certification schemes. ^^  
2:4.4.6 Federation of Indian Export Organization (FIEO): 
The Federation of Indian Export Organization was established in 
1965. It is an apex body with its registered office in New Delhi, as a 
common and coordinating platform for the various export organizations 
including the commodity councils and boards, service institutions and 
organizations. 
The main and principal activities of the Federation of Indian Export 
Organization are-
-> Arranging "round-table" conferences of business interest in 
India with trade missions and other business teams on a visit to India. 
->• Assembling and convening meetings, seminars, conferences 
and workshops to provide an opportunity to all sectors of the exporting 
community and export promotion institutions in India to review, discuss 
and wherever necessary to develop and formulate recommendations to the 
government and other authorities, on problems, prospects and potentials of 
India's exports. 
->• Inviting leading and prominent business interests and 
economic and trade missions from foreign countries especially for a tour of 
industrial and commercial centers in India. 
-> Projecting Indian goods and services abroad through media 
including exhibitions, films, publications, documentaries and 
advertisements. 
-> Sponsoring outgoing multi-interest trade and economic 
missions, special teams of government recognized export houses. 
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consultancy firms, small-scale industries and individual-study-cum-sales 
teams. 
-^ Maintaining overseas connection with International and 
United Nations Agencies like WTO, ITC, UNCTAD, ESCAP, UNIDO. 
International Monetary' Fund, International Labour Organization, Asian 
Development Bank, World Bank etc. 
-^ Establishing and understanding with foreign chambers of 
commerce, trade associations and government department concerned. 
"> Sponsoring special projects related to the promotion of 
India's consultancy services. 
->• Executing project and responsibilities entrusted to it from 
time to time, by the government of India and serving as a forum for two-
way transmission of views and information between government 
departments and the exporting community. 
-^ Promoting trade, economic and technical cooperation 
between India and other countries through international seminars and 
creating special infrastructure for follow-up. 
Now federation of Indian export organization doing great emphasis 
on intra and inter-regional corporation in trade and economic matters with a 
view to promoting harmony and understanding through economic trade and 
technical ties. 
Federation of Indian export organization is the main servicing 
agency to provide integrated help and assistance to government recognized 
export houses as also the central coordinating agency for export promotion 
of consultancy services. 
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2:4.4.7 Indian Trade Promotion Organizsltiok^ilri^d): \ I 
Indian Trade Promotion Organization was s«med^\\prki^ig^,, \% 
by merging together with Trade Fair Authority of India^-S&^^^^^ the 
Trade Development Authority (TDA). The functions of Indian Trade 
Promotion Organization are-
-^ To develop and promote exports, imports and upgrade the 
technology through fairs in India and overseas. 
-^ To compile and distribute trade related information. 
-^ Undertake publicity through the print and electronic media. 
-^ Help the Indian companies in trade development; organize 
export development programmes, buyer-seller meets, contact promotion 
programmes and integrated marketing promotion programmes for the trade 
industry in India. 
-* Organize visit of overseas buyers and trade delegations to 
industries and trade establishments in India with a view to promoting trade 
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contracts. 
2:4.4.8 Indian Council of Arbitration: 
Under the Societies Registration Act, Indian Council of Arbitration 
was established in 1963. Its headquarter is in New Delhi. The objectives of 
Indian Council of Arbitrations are to promote arbitration as a means of 
setting commercial disputes and to popularize arbitration among traders, 
particularly those engaged in International Trade. ^ 
The council arranges regular meeting at which businessman, 
representative of Export Promotion Councils, Public Sector Undertakings. 
Chamber of Commerce and trade associations meet and discussed problems 
of settlement of disputes and conduct arbitrations. The council brings about 
some useful and informative publications like Standard Contact forms and 
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general conditions for use in International Trade contracts. Information 
relating to important aspects of international trade transitions is provided by 
this publication. Indian council of arbitration also suggests comprehensive 
specimen terms and conditions relating to rights and duties of the parties to 
a trade contract. ^^  
2:4.4.9 Directorate General of Commercial Intelligence and Statistics 
(DGCI«&S): 
Directorate General of Commercial Intelligence and Statistics 
(DGCI&S) is the primary agency for the collection, compilation and 
publication of the foreign, inland and auxiliary trade statistics and 
dissemination of various types of commercial information. Directorate 
General of Commercial Intelligence and Statistics is located at Kolkata. The 
directorate brings out a number of publications, especially on trade 
statistics, which are utilized in framing economic policies, formulating 
trade agreement to foreign countries and monitoring these agreements. The 
directorate conducts studies on various topics relating to promotion of 
trade. It helps in the settlement of commercial disputes and provides Indian 
businessman going abroad with letters of introduction to Indian commercial 
representatives concerned. It also maintains a commercial librar}', which is 
widely used by the exporters, importers, research scholars and others. 
The organization also collects and disseminates statistics relating to 
imports and exports 27 
2:4.4.10 Export Import Bank (EXIM BANK): 
The Export Import Bank of India is a public sector financial 
institution set up on January 1, 1982. The main objectives of the Export 
Import Bank are to provide financial assistance to exporters and importers 
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as well as to play a coordinating role by functioning as the apex body for 
institutions engaged in financing of export import business of goods and 
services. 
The activities of export import bank comprises provision of suppliers 
credit; refinance facility to commercial banks for deferred exports; 
provisions of buyers credit to the foreign buyers; extension of credit lines to 
foreign governments, banks, joint-ventures abroad, loans to Indian 
enterprises for investment in joint ventures abroad and guarantee to foreign 
clients in respect of construction and other projects executed by the Indian 
firms. 
The EXIM bank finances export of Indian machinery manufactured 
goods, consultancy and technology services, on deferred payment terms. 
The export import bank's finance is also available at export production 
stages. 
Export Import Banks advisory services provide access to Euro 
financing and global credit sources for Indian companies engaged in 
exports. The bank works closely with Indian companies in designing, 
financing packages for export-oriented industries in India, overseas joint 
ventures and projects. 
The bank undertakes co-financing with global and regional 
development agencies and assists Indian exporters in their efforts to 
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participate in such overseas projects. 
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2:2.5 Government Participation in Foreign Trade: 
For supplementing or augmenting the efforts of the private sector in 
the field of foreign trade, government of India has setup a number of 
government trading corporations. They are the state trading corporation, the 
minerals and metals trading corporation, spices trading corporation limited 
and metal scrape trading corporation. °^ 
2:2.5.1 State Trading Corporation India Limited (STC): 
State Trading Corporation India Limited was setup a private limited 
company in 1956 and after some years converted into a public limited 
company in 1959. It helps the development and promotion of exports of 
commodities on a long term basis, investigating and exploring new 
markets, canalizing import of heavy commodities to bridge temporary gaps 
between supply and demand in commodities essential for the economic and 
industrial development of the country, internal distribution of any 
commodity is short supply with a view to stabilize prices and rationalize 
distribution. The corporation has five main subsidiaries. They are-
Handicrafts and Handlooms Export Corporation of India Limited, Projects 
and Equipments Corporation of India Limited, Cashew Corporation of 
India Limited, Central Cottage Industries Corporation of India Limited and 
Tea Trading Corporation of India Limited. 
a) Handicrafts and Handlooms Export Corporation of India Limited 
(HHEC): 
It undertakes export of handicrafts and handloom products including 
hand knitted woolen carpets and readymade garments, gold jewelry and 
woolen knitwear. 
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b) Projects and Equipments Corporation of India Limited (PEC): 
The main objectives and purpose of this corporation are to give a 
drive and fillip to export of engineering equipments and projects. It 
classified the technological sufficiency and competence of manufacturers of 
goods and of other agencies for services and to make sure through 
organized monitoring, planning and control, fulfillment of contractual 
obligations in respect of quality and delivery schedules. 
c) Cashew Corporation of India Limited: 
It is the canalizing agency for import of cashew nuts to the export-
oriented sector of the cashew nut industry. 
d) Central Cottage Industries Corporation of India Limited: 
This Corporation is the sub-subsidiary of handicrafts and handlooms 
export corporation of India Limited. The corporation provides a marketing 
support for products from cottage and small-scale sector. 
e) Tea Trading Corporation of India Limited: 
It was setup in 1971 to create and build a stable export market for 
Indian tea, especially in their value-added forms, like packed tea, tea bags, 
instant tea. This corporation also helps in marketing of tea for domestic 
consumption, management of tea gardens, warehousing of tea and created 
other facilities, which are gainful for the tea industry." 
2:2.5.2 Minerals and Metals Trading Corporation (MMTC): 
It was established in 1963. Corporafion mainly deals with export and 
import of canalized items like iron ore, manganese ore, coal, chrome ore, 
bauxite and non canalized items like barites, diamonds, and imports of non 
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ferrous metals, industrial raw materials, steel, raw materials for fertilizer 
and finished fertilizers, sulphur and rock phosphate. 
The metal and metals trading corporation is also providing valuable 
market support to the manufacturers and exporters of various products from 
the country. 
2:2.6 State Government Agencies: 
The State Government Agencies role in the country's export effort 
and struggle is of recent origin. The State Government in their directorates 
of industries has created Export Promotion Wings with a view to providing 
a fillip to exports. In some states, exclusive directorates of export 
promotion have been set up for this purpose. In addition, the state 
government agencies undertake developmental and promotional activities 
as also to mobilize exports of small and medium scale industries. State 
small industries and export corporations or separate state export 
corporations have been setup as state sector agencies for understanding 
commercial operations in international markets. The governments of West 
Bengal, Tamil Nadu and Andhra Pradesh have also established separate 
department of export promotion to focus state efforts in export promotion"'' 
For these efforts, the ministers have been put up the in charge of these 
departments. Some state governments have also set the Export Promotion 
Boards and Export Corporations for stimulating exports of items 
originating from their respective states, Liaison officers have also been 
appointed by the states to develop export trade and maintain links with the 
central government departments and organizations. The Export Promotion 
Advisory Committees have been set up by some states under the 
chairmanship of the chief minister or the industry minister." 
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Now, here we conclude our chapter by saying that the government of 
India has been trying to develop a sound institutional infrastructure for 
promoting the exports of traditional and non-traditional items. But in all 
these efforts, the fact remains that the country's exports have not grown at a 
desired rate specially because of two main factors: (i) Muhiplicity of 
authorities resulting in multiple controls and (ii) Cumbersome 
documentation, procedures and methods involved in foreign trade, 35 
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CHAPTER-3: STRUCTURAL CHANGES IN INDIA'S 
EXPORTS DURING PRE-REFORM PERIOD 
3.1 INTRODUCTION: 
An attempt is made in this chapter to analyze and evaluate the 
structural changes of India's exports during pre-reform period i.e. from the 
period of 1980-81 to 1990-91. 
The performance of a country's total exports is determined as a 
resuh of the combined performance of the exports of the different sectors. 
The Indian economy mainly dominated by agricultural sector and as a 
result primary exports has given much importance. But with the process of 
industrialization gathering momentum occurred in the country, there has 
been a transformation in the structure of sector getting increasingly more 
important. But primary product that means agricultural sector still formed a 
significant proportion of the total exports of our Indian economy.' 
In India during the last six decades the attitude and behaviour of the 
policy makers towards exports sector of Indian economy has undergone a 
significant and important changes. When the first year plan (1951-56) was 
launched in 1951, India had a comfortable foreign exchange reserves due to 
the Korean War Boom. Further since, this First Five Year Plan gave a high 
priority to the agriculture sector; the need for the country's export 
expansion was not realized. 
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During the second five-year plan (1956-61), priority shifted to the 
development of basic and heavy industries. For exports, it was believed that 
no increase in export earnings was possible ever as Indian exports mainly 
composed of primary products and raw materials, which was faced with 
unfavourable demand conditions in the world market. Exports of 
nontraditional goods were expected to increase only when India achieved 
industrialization. Thus the export sector was not given any important role in 
the planned economic development of the country during the first two five-
year plans." 
Hence, we see that, this was the attitude of the policy makers 
towards exports. But after third five-year plan, they understood that export 
sector is also an important sector for development of our country. 
3.2 MEASURES DIRECTED TOWARDS EXPORT PROMOTION: 
We see that Indian exports were largely stagnant during the first two 
five year plan period and it is only from the third five year plan onwards 
that policy makers have shown a capacity for rapid growth." 
Therefore the neglect of the export sector caused considerable harm 
to the country and by 1956-57; a foreign exchange crisis overtook the 
country. Consequently, third five year plan showed a distinct change in the 
attitude of the planners towards exports who went acknowledging the fact 
that "one of the main drawbacks in the past has been that the programme 
for exports has not been regarded as an integral part of the countr}''s 
development efforts under the five year plans". '^  
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The neglect of exports during first two plans shown by the fact that 
during last five years of the exports, it was Rs. 606 cores in the first five 
year plan and Rs. 609 crores during the second five year plan, while they 
were increasing during third, fourth, fifth and sixth five year plans by Rs. 
762 crores, Rs. 1810 crores, Rs. 4730 crores and Rs. 8820 crores 
respectively. 
During the third five-year plan period, another important change to 
be noticed is that of the commodity composition of export. Some new and 
non-traditional items entered in the export field and contributed 
substantially in boosting up exports. Even this rate of rise during the third 
plan could not be taken as an adequate indication of strength if the ratio of 
exports to national income is considered as the criterion. Nonetheless one 
should say that the third plan had a foreign trade policy, which was more 
systematic when compared to the two previous plans.^ 
The government of India has undertaken large number of policy 
measures directed particularly towards 'Export Promotion'. One such 
measure was implemented in 1975-76 onwards. "Import liberalizafion for 
exports approach" that was based on the theme 'Import more to export 
more'. The process of liberalization of import policy regime was also 
started in 1975-76 when the policy of Open General License (OGL) was 
introduced. In 1980, role of government was reduced in industrial planning. 
In 1985, the government has started a series of liberalizafion measures 
(internal as well as external) to modernize and renew the manufacturing 
sector and to improve export competitiveness. 
67 
The government liberalized imports of technology, raw materials, 
spare parts and machinery to improve export performance. 
However, it has been argued that there has been considerable 
increase in imports but there is not much increase in export performance, 
and as a result, the trade gap has widened.^ Hence forth government of 
India regarded the export sector as an important sector of the economy. 
The shift in the role assigned to the export sector has been followed 
by changes in export policies with a view and promote export growth. 
Several policy initiatives have been undertaken especially since 1970 for a 
continuous development and expansion of exports. 
The protagonists of free trade doctrine have agreed for a long period 
that foreign trade benefits all the participating countries. The comparative 
advantage theory, which was originally formulated by David Ricardo, who 
described that each country will specialize in the production of those 
commodities in which it has greater comparative advantage or least 
comparative disadvantage. Thus, a countr>' will export those commodities 
in which its comparative advantage is the greatest and import those 
commodities in which its comparative disadvantage is least. 
However, the existing pattern of trade among different countries tells 
a different story - a story of pamperisation and exploration of under 
developed countries by the developed countries. According to Gunnar 
Myrdal, 'the developed countries had an obvious and clear interest in using 
the dependant countries as market for the products of their manufacturing 
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industries'. In addition they fixed a pattern of trade on dependent countries 
that was decisively oriented towards exports of the primary products or 
goods at cheap prices from the dependent countries to the home countries. 
Things have now been changed. Many developing countries adopted 
programmes of important liberalization and export promotion and achieved 
remarkable successes. These included Singapore, Hong Kong, Taiwan, 
Japan, and South Korea etc. The success in those countries has prompted 
many economists and international organizations like International 
Monetary Fund (IMF) and World Bank to advocate liberalization and 
export promotion as a panacea for many economic ill-facing developing 
countries like our India. Therefore, from the advice of economists and 
international agencies and organizations, the government of India has 
o 
adopted for a policy of trade liberalization. 
Liberal trade policies are those policies that reduce government 
controls and replace direct intervention such as quantitative controls with 
price mechanisms like tariffs. The expectation that freer trade will expands 
production and improves export performance from the critique of export 
substitution, which argues that protectionist policies discourage exports. 
3.3 FOREIGN TRADE OF INDIA: 
Before independence, foreign trade of India was typical of a colonial 
and agricultural economy. That time exports mainly consisted of raw 
materials and plantation crops while imports composed of light consumer 
goods and other manufacturers and the trade relations mainly restricted 
only to Britain and other common wealth countries. 
During the 58 year, India's foreign trade has undergone a complete 
change in terms of composition and direction. The exports covers a wide 
range of traditional and non-traditional items while imports chiefly 
consisted of capital goods, raw materials, chemicals and petroleum 
products etc, to meet the ever increasing needs of a developing and 
diversifying economy.^ 
In India, foreign trade started towards the end of the nineteenth 
century and was stimulated by forces like opening of Suez Canal, spread of 
industrial revolution in Europe and fast expansion of Indian railways and 
rapid development of ship building industries. During the Second World 
War, there was increase in exports of manufactured goods while decrease in 
raw materials. 
In the same period, the trade with Western Europe and Japan was 
easy and USA was our leading trade partner. The partition of our countiy 
leads strains on our balance of payments. India devalued its currency in 
1949 to alleviate the pressure on balance of payment. The Korean was 
boosted our exports. For the period 1950-51 to 1965-66 exports was 
stagnated but after that it increased very fast and rapidly. It increased from 
Rs. 810 crores in 1965-66 to Rs. 32,553 crores in 1990-91, indicating more 
than forty times increase. 
3.3.1 Benefits of Foreign Trade: 
It was identified centuries back by Adam Smith that there are many 
advantages of foreign trade. He said, '^Between whatever places the foreign 
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trade is carried on, all of them derive two distinct benefits from it. It carries 
out the surplus part of the produce of their land and labour for which there 
is no demand among them and brings back in return for it something else 
for which there is a demand. It gives a vent to their super flexibilities by 
exchanging them for something else, which may satisfy a part of their 
wants and increase their enjoyments. By means of its, then the narrowness 
of the home market does not hinder the division of labour in any particular 
branch of art or manufacture from being carried to the highest perfection". 
The main advantage that Adam Smith identified is: 
•-*• Exports provide a vent for surplus production. 
-*• The export production allows economies of scale to be reaped and 
•->• The expanding export markets, liberate the domestic economy from 
the constraints of the size imposed by the size of domestic market. 
Other advantages, which identified by other economists, are: 
-* Since success in exports depends upon the country's ability to face 
world competition, the export industries would perforce have to be 
efficient. 
-*• A country that follows an export led strategy is less likely to be 
constrained by balance of payments constraints compared to those, which 
follow a consumption-led growth strategy. 
-> Concentrating on production on the basis of comparative advantage 
nationally would lead to optimal global utilization of productive resources, 
which would increase the global economic welfare. 
->• There would be continuous pressure on the industry to improve 
technology and production system to retain its competitive edge. 
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The other benefits through imports of foreign trade are as follows: 
•->• By exporting the surplus, a country can earn foreign exchange which 
can be used to finance imports of those which are indigenously not 
available, be it product or technology and 
-* hnports can energize the domestic production system by opening it 
up to global competition towards higher cost and management efficiency." 
Import substitution was the prime objective of India's trade policy 
till the mid 1970s. This policy was largely based on the Imports and 
Exports (Control) Act of 1947 and Import Trade Control Order of 1955. 
Liberal incentives were granted to firms if they were undertaking 
production of an imported item that was not domestically produced. 12 
Prior to mid 1991, foreign trade of India suffered from strict 
bureaucratic and discretionary controls. Similarly, the government and the 
Reserve Bank of India (RBI) tightly controlled foreign exchange 
transactions. During mid 1991, the government of India introduced a series 
of reforms to liberalize and globalize the Indian Economy. Reforms in the 
external sector of India are intended to integrate the Indian economy with 
the world economy. '' 
To reduce controls, simplify procedures and to create a congenial 
environment for trade, the government of India made a statement on trade 
policy in Parliament on August 13. 1991 ushering a new era in the foreign 
trade policy in India. Instead of controls and regulations, the focus shifted 
to promotion and development of foreign trade. 
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3:4 TRENDS, COMPOSITION AND DIRECTION OF INDIA'S 
FOREIGN TRADE: 
3.4.1 Trends of India's Foreign Trade: 
The external trade and payments situation has been under severe 
strain since 1979-80. The exports remained sluggish reflecting domestic 
production limitations and unfavourable world market conditions. The 
table-3a shows the trade deficit was US$ 7883 million in 1980-81. It was 
US $ 131 million in 1970-71, so we say that it became deteriorated during 
1980s. The percentage change of exports and imports during 1970-71 were 
8.8 percent and 3.5 percent respectively. These percentage changes also 
deteriorated in 1985-86, it was only -9.9 percent and 11.5 percent of 
exports and imports respectively. In 1990-91, exports rose to US$ 18143 
million and imports rose to US $ 24075 million but trade deficit in 1990-91 
became US $ 5932 million. So we see that the major factor underlying the 
difficult balance of payments situation has been the deterioration on the 
trade account 
Since the accessibility of external resources are limited, it is more 
important to continue and strengthen the adjustment efforts aimed at 
achieving a viable balance of payments position. In the short run, however, 
there was no option but to finance he balance of payments deficits, if 
unacceptable cut backs in development plan and economic growth were to 
be avoided. 
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TABLE-3 a: Trends of India's Foreign Trade (US$ Million) 
Year 
1970-71 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
Exports 
2031 
8486 
8704 
9107 
9449 
9878 
18904 
9745 
12089 
13970 
16612 
18143 
Percentage 
growth of 
Exports 
8.8 
6.8 
2.6 
4.6 
3.8 
4.5 
-9.9 
9.4 
24.4 
15.6 
18.9 
9.2 
Imports 
2162 
15869 
15174 
14787 
15311 
14412 
16067 
15727 
17156 
19497 
21219 
24075 
Percentage 
growth of 
Imports 
3.5 
40.2 
-4.4 
-2.6 
3.5 
-5.9 
11.5 
-2.1 
9.1 
13.6 
8.8 
13.5 
Trade 
Balance 
-131 
-7383 
-6470 
-5679 
-5861 
-4534 
-7162 
-5982 
-5067 
-5526 
-4607 
-5932 
Source: Government of India, Economic Survey, 2004-05, Ministr}' of Finance, 
New Delhi, p. S -79. 
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The table-3b indicates the growth of exports in terms of quantum 
value (unit volume) index and unit value index. 
TABLE-3b: Trends in India's Exports: Quantum Value Index and 
Unit Value Index (Index: 1970-71 to 1990-91) 
Year 
1970-71 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
Quantum Value Index 
56 
108 
110 
117 
113 
121 
111 
121 
140 
152 
175 
194 
Unit Value Index 
44 
108 
124 
132 
151 
170 
171 
179 
195 
232 
277 
292 
Source: Government of India. Economic Survey. 1996-97. Ministry of Finance, New 
Delhi, p. S-93 
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index or quantum value index is the better index to analyze export 
performance as compared to the unit value index. 
The rise in unit value index is a function of a rise in domestic prices 
of exportable as well as the world prices of exports. On the other hand, the 
rise in quantum value index is a function of domestic production, surplus 
between domestic consumption and domestic production as well as their 
demand in world markets. A rise in unit value of exports in relation to the 
unit value of imports improves the country's terms of trade and has forceful 
and stimulating effect on export earnings. 
The figures in the table-3b shows that the unit value of exports has 
increased at a much faster rate as compared to the quantum value exports. 
The index of unit value in 1970-71 was 44 and its index in 1988-89 was 
232.2 and 292.5 in 1990-91 and this means that year by year there was a 
much increase. But the increase in quantum value was much smaller, as the 
increase in quantum value was 56 in 1970-71 to 152 in 1988-89, while in 
1990-91 it was only increase to 194. It means there was slight increase in 
quantum value from 1970-71 to 1990-91. 
3.4.2 Composition of India's Exports: 
India's overall exports showed an increase of 16.2 percent in 1981-82, a 
considerable improvement over the growth rate of 3.9 percent in 1980-
81.The improved performances despite adverse international conditions 
reflected the strength of the domestic effort and the removal of domestic 
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supply constraints. In the table 4, we show that the exports of tea in 1970-
71 was only US $ 196 million while in 1983-84, it was increased to US $ 
498 million, but there was a slight increase in 1990-91 by increase only US 
$ 596 million. The exports of coffee was varying year by year, it was only 
US $ 33 million in 1970-71 and increase to US $ 271 million in 1980-81 
and then declined to US $ 177 million in 1984-85 and it was further 
decHned to US $ 141 million in the year 1990-91. But the share of cashew 
kernels always increase year by year, it was only US $ 69 million in 1970-
71 and then increase to US $ 249 million in 1990-91. Same trend was seen 
in iron ore and concentrates; it always increases from US $ 155 million in 
1970-71 to US $ 585 million in 1990-91. 
The share of leather and manufacturers rose very fast during the last 
few years. It increases from US $ 95 million only to US $ 1449 million in 
1990-91. The share of pearls, precious and semi-precious stone also 
increase very fast. In 1970-71, its share was only US $ 55 million and that 
was rose to US $ 3437 million in 1990-91. 
Exports increased by 10.4 percent in US dollars in 1986-87 as 
against a decline of 9.9 percent in 1985-86. The improved performance was 
significant in the face of a sluggish expansion in the volume of world trade 
in 1986 and declining world commodity prices for many export 
commodities. The principal commodities which contributed to this increase 
in exports include gems and jewelry, leather and manufacturers, cashew 
kernels, marine products, tobacco, raw-cotton and coffee. There was a 
decline in the exports of tea, engineering goods, chemicals, iron ores, and 
sugar in 1987-88.'' but in 1990-91, all these commodities increase very 
fast, iron ore and concentrates increase to US $ 585 million. The share of 
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tea increase to US $ 596 million and the share of sugar increased to US $ 
21 million in 1990-91. 
Here in the composition of India's exports we see that all 
commodities have fluctuations, some commodities share increase year by 
year and share of other commodities declined. But here we also say that 
after 1983-84, the share of major commodities increased and in the fourth 
chapter we see that the share of these commodities have some improvement 
due to the new economic policy of 1991. 
The change in India's export composition in the post liberalization 
period has the following reform package. 
i) Removal of product specific export incentives coupled with a two-
stage devaluation of Indian rupee. 
ii) Use of exchange rate as the general instrument for export promotion 
and import management. 
iii) Removal of quantitative restrictions on bulk of import items. 
iv) Some minor administrative measures such as removal of minimum 
price restrictions on some exports. 
v) Reduction in the level of tariffs on a large number of imports, 
including special provisions for preferential duty regime on imports 
for export production and 
vi) Streamlining of the procedural regime designed to reduce transaction 
costs. 
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The above policy initiatives lay the fact that the earlier restrictive 
inward looking import substitution policy regime created an inbuilt anti 
exports bias. These could be addressed by introducing competition both 
through liberalizing imports and changing the rigorous industrial licensing 
policy. The liberalized import policy can also positively influenced the 
export sector."' 
3:4.3 Directions of India's Exports: 
As regards to the structural changes in the direction of Indian 
exports, we already know that India has trading relations with all the major 
and important countries of the world. But until the beginning of the first 
five-year plan i.e. 1951-56, India's exports had been only to United 
Kingdom (UK). In order to avoid dependence on just one country, it was 
very necessary to broader the base of the buyers of Indian exports. During 
1950s and 1960s only few countries buy nearly 45.0 percent of India's 
exports. 
The exports to Organization of Economic Corporation and 
Development (OECD) region have increased year after year since 1980s. In 
the table 5a, the exports to OPEC increased from US $ 3912 million in 
1980-81 to US $ 4223 million in 1983-84 to US $ 7122 million in 1987-88 
and it was further increased to US $ 10249 million in 1990-91. While the 
exports to European Union Countries was fluctuating. In 1980-81 exports 
to these European Union Countries was US $ 1779 million that was 
declined to US $ 1698 million in 1983-84. But in 1987-88, exports was 
increased to US $ 3034 million and it was further increased to US $ 4988 
million in 1990-91. The export to North America was also increased. It 
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increased from US $ 1019 million in 1980-81 to US $ 1438 million in 
1983-84 to US $ 2380 million in 1987-88 and in the year 1990-91 it 
increased to a level of US $ 2830 million. 
The destination wise pattern of India's exports displays considerable 
diversification. The percentage shares of India's exports to the countries are 
given in the table-5b. The percentage exports to OECD countries in 1970-
71 was 50.1 percent, which was declined to 46.6 percent in 1980-81 and in 
1985-86 it increased to 50.8 percent. In 1986-87, percentage share was 
highest, it increased to 56.7 percent and in 1990-91, and it declined to 53.5 
percent. 
The percentage share of India's export to UK was declining in 
1980s. In 1970-71, it was 11.1 percent but in 1980-81, it was declined to 
5.9 percent. In 1983-84. the share of Eastern Europe and OPEC accounted 
for 16.3 percent and 8.9 percent respectively. The developing countries 
constituted the destination for 15.8 percent of India's exports in 1983-84. 
Compared with 1982-83, there was an increase in the share of exports to the 
OECD, while there was a decline in the share of East European Countries 
as well as share of OPEC region. In 1990-91, the share of Eastern Europe 
and OPEC region were only became 17.9 percent and 5.6 percent 
respectively. The share of developing countries was also not satisfactor}'. In 
1970-71, its share was 19.8 percent and in further years, its share was 
declining to 14.2 percent in 1987-88 but in 1990-91, h was little improved 
to 16.8 percent. 
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The same declining trend we also found in the share of India's 
exports to Asia and Oceania including Australia and Japan. In 1970-71, its 
share was as high as 15.2 percent, which was declined to 11.8 percent in 
1986-87 and than it was further declined to only 10.4 percent in the year 
1990-91. 
In the table Nos. 5a and 5b we see the destination wise shares of 
India's exports to different countries and regions through US dollar million 
as well as through percentage share. 
Now, in the end we say that there are some trends and composition 
on export front, which deserve little attention. One, which we find was that 
the overall average import intensity, has increased because of shifting 
composition of India's exports in favour of manufacturers. The other 
noticeable feature has been the erosion in the share of agro-based products 
in our total exports because of adverse weather conditions, which prevailed 
during 1980s. However, the declining share of agro-based products was 
more than made up by buoyant trend in our manufactured exports. Now 
exports from Indian continent have to face increasing competition in view 
of switch over by few economies to trading based on world prices and 
convertible currencies. We also look forward to the increased share in 
direction of India's export. 
3.5 INDIA'S SHARE IN WORLD EXPORTS: 
The performance of Indian exports can also be examined in the 
content of India's share in world exports. 
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TABLE-6a: India's Share in Worlds Export (Percentage & 
US$ million) 
Year 
1970 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
World Exports 
313804 
1920800 
1809700 
1752900 
1712000 
1817900 
1848700 
2034500 
2391700 
2729400 
2965500 
3379100 
India's Exports 
2026 
8586 
8295 
9358 
9148 
9916 
9140 
9399 
11298 
13325 
15846 
17975 
India's Exports as 
Percentage of 
World 
0.69 
0.45 
0.46 
0.53 
0.53 
0.55 
0.49 
0.46 
0.47 
0.49 
0.53 
0.53 
Source: UN Year Book of International Trade Statistics, Economic Survey 
(1996-97), and International Monetary Fund, International Financial 
Statistics Year Book, 1996 
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The figures in the table-6a shows a very dismal performance of 
Indian exports as compared to that of world exports since India's share in 
world exports has progressively declined and at present this constitutes one 
percent of world exports. 
The share of the exports of a country in world exports depends 
especially on the rate of growth of its exports in relation to the growth of 
world exports and the rate of growth of its exports depends to a large 
amount and extent on the composition of its exports and the comparative 
importance of dynamic commodities in it. The dynamic commodities are 
the products of the industrial sector. The traditional exports exiting and 
emanating from the primary sector are not dynamic because the world 
demand for them is highly inelastic as compared to that of the 
manufactured products. 
The share of the major Indian exports has been continuously 
declining in world exports partly because of their being non-competitive in 
world markets, introduction of other sources of exports and substitutes.'^ 
From the table Nos.6a and 6b we find India's share in world exports. 
In the 1970, the share of total world's export were US $ 313804 million 
while in the same period, India's share was US $ 2026million. But after a 
decade i.e. 1980, the world share increase to US $ 1920800 million and 
India share was increased to US $ 8586, but in the next year of 1981, the 
share of India as well as world share declined to US $ 8295 million and 
world share was US $ 1809700 million, so we see the share was fluctuating 
but in 1990, India's share to world share will again increase to US $ 17975 
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million and world share also increase to US $ 3379100 million. In 
percentage also India's share in world exports has declined, it is 0.6 percent 
in 1970, than decrease to 0.47 percent in the year 1987 and 0.2 percent 
increase in 1988 that is it was 0.49 percent in 1988, but it was slightly 
increased to 0.53 percent in the year 1991. 
In commodity wise also India's share was declining as well as 
fluctuating till 1990. The share in 1970 of tea, spices and leather 
respectively were 33.4 percent, 20.5 percent and 13.4 percent respectively 
but they all declined within the decade, i.e. in 1980, they decreased to 27.5 
percent, 14.5 percent and 10.0 percent respectively. The same trend we find 
for the product of tobacco and tobacco manufactured, as it was 2.5 percent 
in 1970, than increase to 4.4 percent in 1980 and than declined to 1.1 
percent in 1984 and in 1990, it was only increase to 2.1 percent. 
The same fluctuation we find in the case of iron ore and 
concentrates. In 1970, the share of iron ore and concentrates was 6.7 
percent which was slightly declined to 6.3 percent in 1980 and than further 
declined to 2.2 percent in 1984, in the next year of 1985, it increased very 
fast, it increased to 7.8 percent and in 1990, it was 7.6 percent, so we say 
that in iron ore and concentrates, there was much improvement in the share 
of world exports, but we find that other products' share was sfill declined 
till 1990. 
3.6 INDIA'S TRADE IN SERVICES: 
Considering the growth of the service sector and its contribution 
(around 51.0 per cent) to GDP, the Exim Policy of March 2003 gave a 
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massive thrust to the export of services, hke, duty free import entitlement 
for the service sector and free movements of professional equipments is 
expected to help major service sectors such as telecom, consumer 
industry, IT, automobiles and industrial electronics to grow and become 
internationally competitive. Given the importance of the IT sector, duty free 
hardware imports for embedding up to US $10,000 is an important policy 
change. Further, the initiative to formalise a system for collection and 
maintenance of data relating to export of services is a useful step for future 
policy formulations. '^  
Service sector (invisibles) play an important role in India's external 
trade not only in enhancing foreign exchange earnings, but also in covering 
the large parts of balance of payment deficit. Service sector provide surplus 
for economic growth. Surpluses in the invisible account have provided 
valuable balance of payments support in the face of external shocks. In the 
1990s, with the institution of structural reforms, there has been a 
rejuvenation of growth impulses in invisible receipts.' 
The main invisible items that we are mention below are of crucial 
importance for accelerating the foreign exchange earnings and justifying 
the balance of payment crisis of Indian economy. These important items are 
travel, transportation, insurance, Government Not Include Elsewhere 
(GNIE), miscellaneous, investment income, private transfer and official 
transfer. 
1, Travel: 
It covers expenditure incurred by non-resident travelers during their stay 
in the countr>'. The travel credit in India's balance of payments includes 
S5 
goods and services acquired by the travelers. The most common goods and 
services in travel are lodging, food and beverages, entertainment and 
transportation within the country visited. Gifts, articles and souvenirs 
purchased for travelers own and taken out the economies visited are also 
included in the travel. ^^  
The following are the important items of travel payments: (a) Tourist 
and business travel (b) Students (c) Official transfer (d) Hajj pilgrims (e) 
Health reasons (f) Home leave and salary (g) Indian proceedings and (h) 
Others.^' 
2. Transportation: 
It covers all receipts and payments on account of international 
services. 
The net transportation proceeds always remained unfavourable or 
negative because of rapid increase in transportation payments than receipts. 
It has basically happened due to rise in our exports and imports. 
The credit side consists of remittances of surplus passage fare and 
freight collection by Indian steamship owners or operators abroad, 
remittances of surplus passage fare and freight collection by Indian airline 
owners abroad, remittances received by Indian branches or agents of a 
foreign shipment meet operating expanses in India, remittances received by 
Indian branches or agents of a foreign airline to meet operating expenses in 
India and estimated freight on exports. 
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The debit side consists of remittances of surplus funds made by 
Indian branches or agents of foreign or airhne companies to their principal 
location at abroad, remittances made by Indian steamship or airline 
companies to their offices or agents to meet the operating expenses, 
remittances made by the local offices or agents of foreign steamship or 
airline companies to meet the operating expenses in third countries on 
behalf of their principals, charter hire payments and freight payments on 
imports.^ 
3. Insurance: 
The insurance covers all receipts and payments relating to all types 
of insurance as well as reinsurance. Estimated insurance components of the 
value of export invoiced c.i. and c.i.f is included under this insurance 
23 
Item. 
4. Government Not Included Elsewhere (GNIE): 
It comprises official transactions, both receipts and paj/ments, which 
are mainly related to expenses of embassies in India and those of Indian 
embassies. 
In many cases it shows that GNIE receipts remained lower than 
GNIE payments, which implies that Indian government is spending a large 
amount of foreign exchange on maintenance of Indian embassies and 
diplomatic missions abroad."' 
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S.Miscellaneous: 
It covers receipts and payments in respect of all other services such 
as agencies services, technicians and professional services, technical know-
how, royalties, subscriptions for periodical, management fees and software 
services. 
The main items of receipt side of miscellaneous are: 
(a) Technicians, (b) professionals, (c) technical know-how, (d) 
management fees, office expenses, agency service etc, (e) film rentals, (f) 
underwriters commission, (g) settlement on account of post, telegraph, 
telephone charges (h) foreign subscription to Indian periodicals magazines 
etc, (i) refunds and rebate on imports, (j) royahies, (k) rentals, (1) proceeds 
of re TCs sold by NfUs banks (m) software service (n) advertisement 
charges and others. 
The main items of miscellaneous payments side are: 
(a) Technicians (b) professional services, (c) technical knowledge 
(d) management fees, office expanses, agency service etc. (e) Newspaper 
correspondents, (f) underwriters commissions, (g) remittances against non-
fulfillment of contract, (h) advertisement charges, (i) film rentals, (j) 
settlement because of post, telegraph, telephones and radio charges, (k) 
subscription of foreign periodicals, magazines etc, (1) refunds and rebate on 
exports, (m) royaUies, (n) rentals and (o) others. 
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6, Investment Income: 
In investment income, the receipt side consists of following 
components: (a) current profits, (b) dividend on for foreign shares held by 
residents, (c) interest on foreign government securities held by residents, 
(d) interest on private claim on non-residents, (e) interest on loans extended 
to non-residents by official institutions (f) interest on holding of Special 
Drawing Rights (SDKs), (g) interest on overdrafts, loans, extended to non-
resident's banks and balances held abroad by banks in India, (h) income on 
real estate, (i) taxes and refunds on profit dividends and interest. 
The following items are included in miscellaneous payments (a) 
current profits, (b) dividend of foreign controlled companies, (c) dividend 
of non-controlled companies (d) interest on government securities and 
obligations held by non-residents (e) interest on obligations of private 
individuals and institutions other than banking institutions, (f) interest on 
long term loan received from non-residents including international 
institutions by official and private sector, (g) interest on loans and over 
drafts obtained by banking institutions, (h) interest on balance held in India 
by non-resident banks and official institutions, (i) charges of utilization of 
special drawing rights (SDRs), (j) taxes and tax refunds on profit, dividends 
and interest, (k) income on real estate owned by, (1) interest on FCNR (A), 
(m) FCNR (B), (n) FCBOD, (o) NR(E)RA, (p) NR(NR)D, (q) I.D. Bonds 
77 
and (r) interest paid locally on NRER. 
7. Official Transfer: 
The important components of official transfer receipts side are (a) 
grants, (b) donations and technical assistants received by government from 
non resident governments individual and institutions and (c) donations and 
28 
technical assistants extended by government of India. 
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8. Private Transfers: 
The private transfers represent all unilateral transfer such as migrants 
transfer, repatriation of savings, by Indian residents abroad, remittances for 
family maintenances, contribution and donation to religious organizations 
and charitable institutions etc. 
The main constituents of receipts side of private transfers are: 
(a) Receipts for family maintenance, (b) personal gifts and donations 
to religious organization and charitable institutions, (c) migrants transfer by 
Indian national, (d) repatriation of savings by Indian nationals, (e) imports 
of gold and silver, (f) receipts of provident fund and other retirement 
benefits from abroad, (g) reimbursement of MO drawings and (h) ID bonds 
transferred to residents. 
The following items are included in private transfer payment: 
(a) Family maintenance; (b) migrants transfer by Indian national, (c) 
personal gifts and donations to religious organization and charitable 
institutions abroad, (d) migrants transfer by foreign national, (e) transfer of 
legacies and assets in trust, (f) remittances of savings by foreign nationals, 
(g) personal income tax and income tax refunds, (h) transfer of provident 
fund and other retirement benefits funds, (i) pensions, (j) reimbursement of 
M.O. drawings and (k) lottery tickets and prizes. 
The private transfer payments is not so important factor among 
invisible items, but payments for family maintenance, migrant transfers by 
foreign nationals and remittances of savings by foreign nationals are major 
constituents of payments side. 
I 
Since the mid eighties, the services (invisible) trade has deteriorated 
badly. Net invisible have recorded a steep decline of 25.1 percent from 
1980-81 to 1989-90, that showing no sign of picking up since then. 
Therefore, here attempt has been made to examine the trend of Indian 
invisible trade, so that it can become the vehicle of foreign exchange 
earnings and overcome the deficits in the Balance of Payment (BOP) 
situation in the coming years. 
TABLE-7: India's Trade in Services (US$ Million) 
Year 
1970-71 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
Exports 
663 
7183 
6343 
6296 
6684 
6395 
6435 
6471 
7156 
7545 
7498 
7465 
Imports 
712 
2118 
2249 
2724 
3185 
3697 
3470 
3715 
4840 
6182 
6883 
7707 
Trade Balance 
-49 
5065 
4094 
3572 
3499 
3238 
2967 
2756 
2316 
1362 
615 
-242 
Source: Government of India, Economic Survey (various issues), Ministry of Finance, 
New Delhi. 
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In the table-7 we attempt to show the India's foreign trade in 
services sector. 
The merchandise trade account continues to show a large deficit. 
1970-71, the exports and imports were respectively US $ 663 million and 
US $ 712 million while in the same year, the trade deficit was only US $49 
million. In 1980-81 both exports as well as imports were increased to US $ 
7183 million and US $ 2118 million respectively. The trade deficit was also 
increased from US $ 49 million to US $ 5065 million. 
In 1986-87, the exports were much increased to US $ 6471 million 
as compared to imports that was increased only to US $ 3715 million. The 
trade deficit was also low in the year 1986-87 to US $ 2756 million. But in 
1990-91, the imports were higher than exports. Imports were increased to 
US $ 7707 million and exports were increased only to US $ 7465 million 
and trade deficit was became US $ 242 million. 
Now in conclusion we can say that exports play a crucial role in the 
overall development and economic growth of the country. But in India, 
export led growth strategy is neither relevant nor feasible. In the long run, 
however, successful export promotion could depend upon the general 
strength and competitiveness of our industry and a revival in the 
international economy. 
U2 
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CHAPTER 4: STRUCTURAL CHANGES IN INDIA'S 
EXPORTS DURING POST-REFORM PERIOD 
4:1 INTRODUCTION: 
Huge and massive trade policy reforms were announced in July 
1991, so as to open up the Indian economy to foreign trade and to 
"integrate" the Indian economy into the global economy in the new 
international economic order that is taking shape with the setting up of the 
World Trade Organization (WTO) in 1995.' 
The condition and situation of India's economy have a direct bearing 
and support on its exports and international trade. The expansion and 
enlargement in growth of international trade, in turn fuels the economy not 
only to grow but more importantly to perform and also do better than those 
countries, which have competition in the market place. For example, in the 
year 1991-92. the economy grew up 0.9 percent and exports were Rs. 
32,000 crores, whereas in the year 1994-95, the economic growth was 5.3 
percent and exports was Rs. 82,000 crores. So, apart from the economic 
growth, other factors were also responsible for this fast growth in export's 
composition, direction and trends as we see and read in the present chapter. 
This chapter will, therefore, highlights the composition, direction and 
trends of India's exports during 1991-92 to 2003-04 and beyond. 
The changes in the economy of India since 1991 have been profound 
and fundamental. These changes have opened up a new era of great 
opportunities as well as thrown many important challenges to the economy 
and particularly in the field of exports of our country. 
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The last few years of India's economy indicates that the country is 
standing up to the challenge in the field of exports and recasting the export 
efforts in productive channels for the simple reason that the exports have 
increased from US $ 18 million in 1991-92 to US $ 26 million in 1994-95. 
Therefore, there was the fastest growth of the Indian economy during the 
period 1994-95.^ 
Our Indian economy has performed well over the last fifteen years. 
During these years, economy has gone through significant structural 
changes that have been induced by a continuous process of economic 
reforms. The movement and pace of reform was strengthened and increased 
in the 1990s and the economy has responded well to the new changes that 
have been introduced in that period. As a result, the economy has also 
shown a high dimension of potentialities to grow with all the adversities 
and crisis, such as the East Asian Financial Crisis of 1997-98 and the 
abnormal increase in oil prices in the recent years. ^ 
4:2 TRADE POLICY REFORMS: 
India's economic reforms and trade liberalization policies 
contributed to a dramatic increase in its economic growth in the mid 1990s. 
Larger and heavy flows of inward foreign investment and increased 
international trade helped India to achieve annual average growth rate of 
7.0 percent from 1993 to 1996. "^  
The focus of the WTO's report of 16 and 17 April 1998 was on 
India's policy and trade measures affecting imports, exports and 
10? 
production. The report notes that India recognizes the need to continue 
economic reforms with an increased stress on improving its industrial 
infrastructure. Industrial infrastructure has proved to be a constraint or 
compulsion on expanding economic activity and stimulating exports.^ 
The report noticed that reforms in tariffs and non-tariffs barriers 
have not been accompanied by similar reforms on export subsidies and 
incentives. India continues to maintain a large number of incentive 
programmes for exports. These includes income tax exemptions, subsidized 
credit, export insurances and guarantees. The overall scope of such 
incentives has been enhanced, resulting in more explicit e?iport oriented 
policies, which have increased the possibility of resource misallocation.^ 
Here, the question arises "what prompted the government of India in 
1991 to embark on this phase of economic reforms?" 
First, one should go through the conditions of the country in 1991. 
when this reform process was set up in motion. The country's foreign 
exchange reserves were at their lowest and we were about to default on 
foreign debt repayment for the first time after independence, and had even 
to pledge gold into the vaults of the Bank of England to tide over the crisis. 
Second, the whole world were moving towards an open market 
system and there was no way in which India could have ignored the 
pressure and continue in its own old ways. 
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Third, the resources at the disposal of the government were 
absolutely inadequate for the huge investments needed in the various core 
sectors to build up a robust economy as well as the developmental needs of 
the country. 
Fourth, the heavy investment in the public sector, which was started 
in the hope that it will reach "commanding heights of the economy", did 
not materialize. 
In these circumstances, the policy measures taken were inevitable, as 
we are seeing today the results, which brought the country out of a serious 
crisis into a state where it has foreign exchange reserves, which can cover 
imports for eight months. But having achieved this, the basic problems of 
raising the standard of living more of the population above the poverty line 
has to be addressed seriously by the state and central government. Since 
these have not been done adequately in the past, one cannot fault the 
economic reforms.^ 
Trade policy reforms since 1991 have been undertaken to achieve 
the objectives like fast and rapid increase in exports. Their target was US $ 
90-100 billion of exports in 2002, and raise India's share in world exports 
more than 1.0 percent by 2007 make exports an engine of growth, promote 
investment for increased production, increase international competitiveness, 
quality and technological up gradation and to solve adverse balance of 
payments crisis. 
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Features of Trade Policy Reforms since 1991 include; removal of 
trade protections, abolishing of trade restrictions, integration of economy 
with world economy, removal of dualistic structure in production of patents 
etc, allowing 51.0 percent equity in export houses, introduction of market 
determined exchange rate and introduction of current account 
o 
convertibility. 
4:3 TRENDS, COMPOSITION AND DIRECTION OF INDIA'S FOREIGN 
TRADE: 
4:3.1 Trends of India's Foreign Trade: 
In the table 8a. we analyze the trends of India's exports from 1991-
92-2004-05 that shows the imports have always been higher than exports, 
therefore it leading to the continued unfavourable balance of trade situation. 
There has been nearly six times increase in the balance of trade deficit 
during the period 1991-92 to 2000-01. 
As far as rate of change of exports is concerned maximum increase 
in exports was examined during initial years that is, in 1991-92, 1992-93. 
1993-94 and 1994-95 and export growth was showed down during 1996-97 
to 1998-99 indicating that initial impact of trade liberalization is fermenting 
and fizzling out and hence recovery started after 1998-99. 
no 
TABLE-8a: Trends in India's Foreign Trade (US$ Million) 
Year 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
2004-2005 
Exports 
17865.4 
18537.2 
22238.3 
26330.5 
34794.9 
33469.7 
35006.4 
33218,7 
36822.4 
44560.3 
43560.0 
52512.0 
62952.0 
53499,0 
% Growth 
-1.5 
3.8 
20.0 
18.4 
20.8 
5.3 
4.6 
-5.1 
10.8 
21.0 
-2.2 
16.91 
19.88 
23.4 
Imports 
19410.5 
21881.6 
23306.2 
28654.4 
36675.3 
39132.4 
41484.5 
42388.7 
49670.7 
50536.5 
51087.0 
65422.0 
79658.0 
73652.0 
% Growth 
19.4 
12.7 
6.5 
22.9 
28.0 
6.7 
6.0 
2.2 
17.2 
1.7 
1.7 
13.54 
21.76 
33.6 
Trade Balance 
-1545.1 
-3344.4 
-1067.9 
-2323.8 
-4880.4 
-5662.7 
-6478.1 
-9170.0 
-12848.3 
-5976.2 
-7527.0 
-12910.0 
-16706.0 
-20153.0 
Source: (1) RBI handbook of statistics on Indian Economy 2001. 
(2) CMIE (2004) Foreign Trade and Balance of Payment, August, p.340. 
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Table 8a, shows that in 1991-92, imports were US $ 19410.5 million 
while exports were US $ 17865.4 million and in 1995-96 imports were 
increased to US $ 36675.3 million and exports were increased to US $ 
31794.9 million and we see that exports were increased at a faster rate of 
78.0 percent during short span of four years. But, in the year 2001-02 we 
find that imports was higher than exports as imports were US$ 510870 and 
exports were increased only by US $ 43560.0 million. 
During 1991-92, exports in dollar terms declined by 1.5 percent 
compared with 1990-91, it is from US $ 18143 million in 1990-91 to US $ 
17865 million in 1991-92. But import compression was much shaper by 
19.4 percent in 1991-92, despite the fact that the central government 
introduced a number of measures in the new trade policy. During 1992-93 
exports rose by merely 3.8 percent in dollar terms from US $ 17865 million 
in 1991-92 to US $ 18537 million in 1992-93 but as against them, imports 
increased by a much larger margin of 12.7 percent in 1992-93. 
Consequently, balance of trade deficit which was of the order of US $ 1545 
million in 1991-92 rose to high figure of US$ 3344 million in 1992-93. 
During 1992-93 to 2000-01 export effort picked up in 1995-96 at a faster 
rate and exports jumped very high. The trade deficit that was of the order of 
US $ 1545 million in 1991-92 increased to US $ 4880 million in 1995-96. 
Therefore, as a result of the sharp deterioration in the world economic 
environment in trade in India's international trade slowed down. During 
1998-99, export declined to US $ 33219 million as against US $ 35006 
million in 1997-98. However, export picked during 1999-2000 to US $ 
36822 million. Correspondingly, there has been a much sharpen increase in 
imports from US $ 4388 million during 1998-99 to US $ 49670 million in 
1999-2000. 
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The benefits of export growth had been more than neutraHzed by 
sharpen increase in imports and as a consequent trade deficit reached the 
unprecedented level of US$ 9170 million in 1998-99. There has been a 
slowing down in the growth of both exports and imports during 1997-98 
and 1998-99. The factors for the slow down in exports were depressed 
nature of world markets and increased protectionism by industrialized 
countries. Despite several incentives provided by the government, exports 
had declined to US$ 33219 million in 1998-99. The structure and pattern of 
Indian exports indicate that the Indian economy is being diversified and 
non-traditional items of export are growing in importance. 
TABLE-8b: Trmd's in India's Exports - Quantum Value Index and Unit Value Index 
Year 
1991-92 
1992-93 
1993-94 
1994-95 
1995-% 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-2001 
2001-2002 
Quantum Value lixiex 
209 
223 
257 
293 
384 
412 
386 
399 
461 
571 
593 
Unit Value Index 
369 
421 
474 
495 
484 
505 
589 
612 
604 
624 
618 
Source: Government o India, Economic Suivey(Variais Issues), Ministry of Finance, New Delhi 
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The table 8b indicates the growth of exports in terms of unit value 
index and quantum value index (unit volume). 
In the third chapter we saw that quantum value index is the better 
index of export performance as compared to the unit value index. 
We wrote in the third chapter that quantum value index is the better 
index to analyze export performance as compared to the unit value index. 
With the introduction of economic reforms since 1991-92, we find that 
there has been a substantial rise in both unit value and quantum value of 
exports. We know that the increase in quantum value of exports indicates 
the growth of exports in real terms and the unit value is the basic 
determinant of a countr)''s balance of trade. The phenomenal rise in the unit 
value of exports since 1990-91 has led to an impressive improvement in 
India's terms of trade leading to a meaningful rise in exports and reduction 
in the balance of trade. 
In 1991-92, the quantum value and unit value index were 209 and 
369 respectively while in 1994-95, they were increased to 384 and 484 
respectively and in the year 2001-02, the quantum value index was 593 and 
unit value index was 618. So here we saw that after the economic reform 
policy both indexes of quantum value and unit value increase 
simultaneously. 
in 
4:3.2 Composition of India's Foreign Trade: 
The composition of exports reveals a slow and gradual shift during 
the nineties. The table no 9 shows that the share of tea declined 
progressively from US $ 491 million in 1991-92 to US $ 350 million in 
1995-96 and further declined to US $ 228 million in 2001-02 and this trend 
continued till now. The share of iron ores also declined from US$ 582 
million in 1991-92 to US $ 514 million in 1995-96 and no improvement we 
can saw in 2001-02 as it was further declined to US $ 402 million in 2001-
02. The share of manufactured goods has been fluctuating. 
The important place commanded by India in world trade in coffee, 
tea, leather and spices. In 1994-95 India accounted for US $ 335 million, 
US $ 311 million, US $ 1611 million and US $ 195 million respectively 
and in percentage, they are accounted for 2.4 percent, 13.6 percent, 2.5 
percent and 9.1 percent of world trade in coffee and coffee substitutes, tea 
and mate, leather and spices respectively. There has been a significant 
progress in export diversification and India has emerged as an important 
sector of iron ore and concentrates, pearls, precious stones and semi 
precious stones. 
India's trade continued to grow. However it came down to 0.53 
percent in 1991. The first half of the nineties witnessed a sharp increase in 
India's trade relative to the growth of world trade and India's share 
improved to 0.61 percent in 1994. Between 1991 and 1994, an average 
India's exports and imports have grown by 12.4 percent and 9.4 percent in 
dollar terms respectively. The corresponding growth rate of world trade 
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was about 5.7 percent. The secular decline in India's share in w(3rld trade 
has been reversed. 
The trade policy components of reform process undertaken since 
July 1991 have been motivated by a full recognition of the important role 
that trade can play in promoting the growth. 
Export performance varied across products during 1995-96. During 
1995-96, exports of agriculture allied products showed impressive 
performance; it was US $ 6082 million. There were some signs of revival 
of growth for exports of marine products and cashew. Significant variations 
in the growth rate of export of various categories resulted in a pronounced 
change in the composition of India's exports during 1996 compared to the 
year 1995. 
The share of manufactured goods declined in 1997-98 as compared 
to 1998-99 as it was 26547 million in 1997-98 as to US $ 25791 million but 
it increase ed to US $ 49761 million in 2003-04, so we see it is significant 
increase in manufactured goods. 
4:3.3 Direction of India's Foreign Trade: 
Direction of India's foreign trade has undergone a significant change 
with the collapse of Russian and some of the East European trading 
arrangements. Exports of Russia amounted to as much as 16.11 percent of 
India's total exports in 1990-91 and this decreased to 9.2 percent in 1991-
92 and further to 3.2 percent in 1992-93. This declined continued during the 
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first half of 1993-94. The collapse of the Russian market has been a major 
shock to our exports effort. However, the exporters have demonstrated 
creditable flexibility and competitiveness in successfully switching exports 
and preventing the decline in exports to Russia from affecting the overall 
export performance. 
The table no 10a remarked the share of our exports to the 
Organization for Economic Cooperation and Development (OECD) 
countries has been declining due to decline in our share to the European 
Union (EU) in Japan. In Japan percentage share was declined from 9.2 
percent in 1991-92 to 4.6 percent in 1999-2000 and further decline to 3.7 
percent in 2003-04. 
Share of exports to USA has increased, it was 16.4 percent in 1991-
92 and increase to 22.8 percent in 1999-2000, and it was slightly decrease 
to 18.0 percent in 2003-04. 
The share of OPEC countries also increases from 1991-92 to 2003-
04. In 1991-92, it was 8.7 percent and in 2003-04, it was increase to 15.0 
percent. Share has gone down in the case of Eastern Europe. It shows ver\' 
poor performance. In 1991-92 the share to Eastern Europe was 10.9 
percent, which was slowed down to 1.8 percent in 2003-04. The same case 
we find for the share to Russia, it was 9.2 percent in 1991-92 and decline to 
1.1 percent in 2003-04. So here, we find the very poor performance to the 
share of Eastern Europe and Russia. While share of export to developing 
countries in Africa and Asia have remained more or less at a same level. 
For Asia, the share of exports was 13.4 percent in 1991-92, which was 
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increase only to 27.6 percent in 2003-04.For Africa; the share was not 
much increase. It was only 3.2 percent in 1991-92, which was slightly 
increased in 3.3 percent in 2003-04. Exports to 'other' countries have 
increased and need to be further stepped. 
The OECD group of countries continued to absorb more than 50.0 
percent of India's exports, with European Economic Countries as the most 
important sub-region. While the share of European Union countries and 
OPEC countries declined marginally that of developing countries 
improved, during 1990-91, the share of OPEC countries declined primarily 
due to the stoppage of trade with Iraq and Kuwait. 
Export growth to OECD region and other developing country 
regions slowed down in 2003-04 to 12.3 percent and 28.3 percent 
respectively from 22.0 percent and 32.0 percent respectively in 2002-03. 
Notwithstanding such a decline in exports to the OECD countries, the share 
of exports to European Union was broadly maintained. Exports to all the 
major countries in the European Union region registered high growth, 
reflecting some recovery in demand in this region. Among developing 
countries, export to Asia and Africa regions grew strongly by 32.2 percent 
and 23.2 percent respectively, resulting in increased shares of exports to 
these regions. Overall exports to Latin American region reinained subdued 
as exports to Brazil and Mexico, major destinations for India, declined in 
2003-04. Exports to Eastern Europe witnessed a turnaround, mainly due to 
higher exports to Romania, with the region retaining its share in total 
exports. 
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In 2003-04, while the high international crude petroleum prices 
resulted in a rise in the share of OPEC regions in India's imports, the 
consequent gains in terms of trade for the OPEC also led to an increase in 
the region's share in India's exports. Exports to Asian countries maintained 
their rising profile with robust export growth of 26.1 percent to the ASEAN 
region in 2003-04. Imports sourced from the ASEAN region also grew by 
44.3 percent, taking the two-way trade to 9.3 percent of India's total 
external trade in 2003-04. Exports growth to OECD region, developing 
country region, OPEC region and European Union accelerated in April-
October 2004, and the share of these regions in total India's exports were 
46.2 percent, 33.0 percent. 15.2 percent and 1.4 percent respectively. 
We now see that the India is a small player in international trade, 
accounting for only about 0.8 percent of the world trade but the Indian 
economy is globalizing fast and USA remains India's largest trading 
partner and plays a dominant role in India's trade. 
4:4 INDIA'S SHARE IN WORLD EXPORTS: 
India's exports have been consistently rising during the 1990s 
although its share in world trade was still hanging around 0.6 percent by 
1999-2000 and 0.8 percent in 2003-04. 
The table 11a shows that even in the case of traditional items of 
exports, India's share in world's exports has tended to decline till now. The 
change in the share of an India's export in world exports depends basically 
on their comparative rates of growth over change of time. 
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The table 11a shows the faster growth however, made little 
difference to India's relative position in world trade during the decade of 
1990s. India's share in world grew from a negligible 0.5 percent in 1991 
and in 1996 it slightly increased to 0.6 percent and in 2001 increased 
negligible to 0.7 percent, in 2003 again not increased more than 0.8 percent. 
TABLE-lla: India's Share in World Exports (USS Million and 
Percentage) 
Year 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
Source: (1)UT 
World's Exports 
3477600 
3585528 
3543327 
4078012 
4951450 
5082220 
5363038 
5075047 
5522372 
6254511 
5897242 
6126225 
vl Year Book of Interna 
India's Exports 
17664 
18537 
22238 
26330 
31167 
33470 
34240 
32039 
32639 
41543 
39263 
46358 
tional Trade Statistics 
India's Exports as %age 
of World Exports 
0.51 
0.53 
0.58 
0.60 
0.60 
0.70 
0.60 
0.62 
0.61 
0.70 
0.70 
0.80 
(2) Government of India, 
Economic Survey (Various Issues). Ministry of Finance, New Delhi 
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In US dollar million terms, the India's exports in 1991 was US $ 
17664 million while world's exports were far more than India's exports, in 
1991 the world's exports were US $ 3477600 million. In 1996, India's 
exports grew only to US $ 33470 million while world's exports rose to US 
$ 5082220 million and in 2002, India's exports rose only to US $ 46358 
million and world's exports in the same year rose to US $ 6126225 million. 
Therefore, we say that India's exports growth has mirrored world 
exports growth for most years of 1990s. But both, world's exports and 
Indian exports declined sharply in the second half of the 1990s. 
The table 1 lb shows the major exception during the first half of the 
decade was the growth during 1993 and 1994. World exports stagnated 
during 1993 but Indian exports expanded to 27.0 percent. The growth of 
Indian exports was spread all types and kinds of commodities. In 1993, 
export of agricultural commodities grew by 36.0 percent that of 
manufactured commodities grew by 26.0 percent and ores and minerals 
grew by 28.0 percent. In 1994 and 1995 world exports recorded fine growth 
rates of 14.0 percent in 1994 and 20.0 percent in 1995. In the same years of 
1994 and 1995, Indian exports kept momentum with growth rates of 19.0 
percent and 20.0 percent respectively. 
The share of commodity wise of Indian exports in world exports was 
also fluctuated. In 1991, the share of tea in world market was only 18.6 
percent, which was declined to 11.1 percent in 1996 and again increased to 
18.8 percent in 1999, but the share of tea further declined to 12.6 percent in 
2002. The share of spice was more or less same during the whole decade, in 
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1991, its share was 8.7 percent and in 1996, the share increased to 11.2 
percent but in 1999 its share slowed down to only 2.8 percent but its share 
further increased to 8.5 percent in 2002. The same trend we found in the 
share of iron ore and concentrates, its share was also more or less same 
during the decade of 1990s. In 1991, the share of iron ore and concentrates 
was 5.9 percent, which was, grew to 8.7 percent in 2002. But we found the 
there was increased share in pearls, precious and semi precious stones 
during the decade. In 1991, its share was only 7.8 percent and in 1996 its 
share increased to 10.8 percent, which was further increased to 12.2 percent 
in 1999 and in 2002 it again increased to 13.6 percent. Therefore we say 
that there was improvement in the share of pearls, precious and semi 
precious stones. 
Now here we say that 1996 marked the beginning of the decline in 
the growth of world exports. These declined to 4.5 percent in 1996 and 3.3 
percent in 1997. World exports further declined to 1.6 percent in 1998. 
While Indian exports growth endeared and hugged the world trend during 
these years. In 1999 and 2000, Indian exports growth out performed world 
exports and the decline in exports during 2001 were much milder in India 
compared to world trends. 
4:5 INDIA'S TRADE IN SERVICES: 
India was the 20"' leading exporter of services in 2003 and we say 
that this is the good progress. For India, services accounts for 51.0 percent 
of Gross Domestic Products (GDP) and 31.0 percent of total exports. 
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India recognizes the importance of the services sector to the 
economy and its growing significance in achieving higher economic 
growth. Therefore, government is going to increase more emphasis for 
efficient and fruitful performance of the services sector mainly for the 
infrastructure services such as telecommunications, banking, insurance, 
shipping, roads, ports and air-transport. 
So here we see that the service sector is one of the areas that India 
needs to focus upon sharply to increase its share in world market. The last 
few years have experienced a phenomenal increase in the world trade in 
services. Trade in services is increasingly being perceived as the "engine of 
growth" of the 21^' century. In fact, this sector has come to play a unique 
position in a country's economy. 
The share of services sector in India's gross domestic product has 
been growing rapidly. 
Table 12a shows in value terms, the share of services in India's 
exports has increased from US $ 4.6 billion in 1990 to US $ 14.8 billion in 
2000, it means it increased of 280 percent from 1990 to 2000. The share 
was constant till 1993 when it only increased to US $ 5 billion, but in 1994, 
the percentage growth was very high recording a growth rate of 20.0 
percent. Subsequently, the share increased to 26.2 percent in 1998; but it 
again declined in 1999 and 2000. In 1999, it was 20.0 percent and in 2000 it 
came down to 12.0 percent only. 
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TABLE-12a: Trends of India's Service Exports (1990-2000) 
(US$ Billion) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
India's Service Export 
4.6 
4.9 
4.9 
5.0 
6.0 
6.8 
7.0 
8.8 
11.1 
13.2 
14.8 
India's Exports 
-
6.5 
0.0 
2.0 
20.0 
13.3 
2.9 
25.7 
26.2 
19.9 
12.0 
Source: Government of India, Economic Survey (various issues), Ministry 
of Finance, New Delhi. 
From the above table 12a it is observed that since 1990, the average 
growth rate of the overall service is seen as around 12.0 percent. Based on 
this growth rate, it is expected that exports of the service sector will be 
around US $ 32.8 biUion in 2007 10 
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TABLE-12b:India's Trade in Services (US$ Million) 
Year 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
Exports 
9501 
9334 
11319 
15554 
17676 
21405 
23244 
25770 
30312 
34447 
175108 
202757 
243103 
Imports 
7881 
7413 
8421 
9874 
12216 
11209 
13236 
16562 
17169 
22656 
103727 
120400 
123816 
Trade Balance 
1620 
1921 
2898 
5680 
5449 
10196 
10007 
9208 
13143 
11791 
71381 
82357 
119287 
Source: (1) Government of India, Economic Survey (Various Issues), 
Ministry of Finance, New Delhi, (2) Handbook of Statistics on Indian 
Economy (2002-03), Reserve Bank of India. 
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The table-12b shows that exports in US dollar terms increased in 
1993-94 by US $ 11319 million as compared with a decline of US $ 9501 
million in 1991-92 and it was US $ 9334 million in 1992-93 but the imports 
was more in 1991-92, it was US $ 7881 million while it decreased to US $ 
7413 million in 1992-93. 
Hence the trade deficit rose from US $ 1620 million in 1991-92 to 
US $ 1921 million in 1992-93 and it further increased to US $ 2898 million 
in 1993-94. 
After 1992-93, the exports were increased year by year and there 
was no declination till 2003-04. In 2003-04, it increased to US $ 243103 
million. The same trend we found for imports. It was also increased each 
year and in 2003-04 the imports rose to US $ 123816 million. But the trend 
of trade deficit was found fluctuated. In 1994-95, it increased to US $ 5680 
million which was declined in the next year of 1995-96 to US $ 5499 
million and after 1995-96, the trade deficit also increased each year, in 
1999-2000, it was US $ 13143 million while in 2003-04, it further 
increased much higher to US $ 119287 million. 
The services sector with around 30.0 percent of total exports and 
41.0 percent share in Gross Domestic Products (GDP) has been one of the 
neglected sectors in India and consequently the EXIM policy of 1992-97 
also focused mainly on goods. But not the importance of the services sector 
is being realized and attempts to include the services sector in certain cases 
and some services like software industry etc. 
13V 
The objectives of the poHcy includes augmenting the productivity, 
modernization and competitiveness of Indian services and therefore, 
enhancing there export potential and capability I I 
The software industry has been one of the fastest growing industries 
in terms of both exports and domestic use. The software industry grew from 
US $ 174 million in 1991-92 to US $ 1042 million in 1996-97. It means 
annual growth rate increase by 43.0 percent. The striking performance of 
the software industry has been sustained in subsequent years. India' share 
in world software market is very low. But India has a very good 
opportunity in the world software market since it enjoys an advantage in 
term of possessing the world's second largest pool of English speaking 
manpower and its relatively low cost. 
Software and other miscellaneous services including professional, 
technical and business services have merged as the main categories in 
India's exports of services. The relative shares of travel and transportation 
in India's services exports have declined over the years while the share of 
software exports has gone up to 49.0 percent in 2003-04 revealed in the 
following table no 13. 
Year 
1995-96 
2000-01 
2001-02 
2002-03 
2003-04 
Travel 
36.9 
21.5 
18.3 
16.0 
16.5 
Transportation 
27.4 
12.6 
12.6 
12.2 
13.1 
Software 
10.2 
39.0 
44.1 
46.2 
48.9 
Miscellaneous 
22.9 
21.3 
20.3 
22.4 
18.7 
Source: Government of India, Economic Survey (2003-04), Ministry of Finance, New 
Delhi, p.l 12. 
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The buoyant growth of professional, technical and business services 
has provided a cushion against the slowdown in traditional services such as 
trend and transportation. The share of other miscellaneous services which 
was around 20.0 percent until 2003-04, registering a sudden rise to 37.0 
percent in April- September 2004. 
The constraints on potential opportunities in services trade include 
lack of set up like export promotion councils other than for computer 
software, various visible and invisible barriers to services trade like visa 
restrictions, economic needs test, sector specific restrictions and selective 
preferential market access through regional initiatives. These need careful 
examination in the context of the requests and offers of different countries 
in WTO. Despite the constraints, there is scope for increasing 
diversification into a variety of areas such as consultancy and R & D 
services, healthcare, entertainment services, ship repair services, satellite 
mapping services, telecom, educational services, accounting services and 
hospitality services and also beyond the major markets of European Union, 
USA and Japan.'^ 
4:5.1 India's Services Share in the World's Services Exports: 
The table 14 shows, the India's services share in the world's services 
exports, it is seen to have increased from 0.57 percent in the year 1990 to 
more than 1.0 percent in 2000. The percentage growth of world service 
exports has also shown an increase from 4.7 percent in 1990 to 6.01 percent 
in the year 2000. 
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TABLE-14: World Service Export and Ind i a ' s Share (US$ Billion) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
India's Service 
Export 
0.57 
0.58 
0.51 
0.53 
0.57 
0.57 
0.56 
0.67 
0.84 
0.99 
1.04 
Total Service 
Export 
807.01 
844.83 
960.79 
943.40 
1052.63 
1192.99 
1250.00 
1313.43 
1321.43 
1333.33 
1413.51 
Percentage 
Growth of World 
Service Export 
4.70 
4.69 
13.73 
-1.81 
11.58 
13.33 
4.78 
5.07 
0.61 
0.9 
6.01 
Source: Government of India, Economic Survey, (various issues), Ministry 
of Finance, New Delhi. 
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As per growth rate, it is observed that, India's share in world service 
exports will increase to 1.5 percent in the year 2007, and in 2007, when the 
world's service export will be around US $ 2125 billion, world annual 
average growth of services will be around 6.0 percent annually.''* 
4:6 CHANGES AND MEASURES OF INDIA'S FOREIGN TRADE 
DURING REFORM PERIOD: 
The main and important changes that take place in the trade are as 
follows: 
(i) The process of dismantling the system of industrial licensing which 
enabled the entrepreneurs to decide on the new production venture 
they would undertake. 
(ii) Allowing Non-Resident Indians (NRIs) and foreign institutional 
investors to invest in industries in the primary and secondary markets. 
(iii) Quantitative restrictions on import are gradually and slowly decreased 
as also the tariff barriers with the global trend are being decreased. 
(iv) Allowing new private ventures in the field of banking, civil aviation 
and telecom communication etc. 
(v) Free flow of technology for modernizing and upgrading industries and 
rising foreign technicians. 
(vi) Allowing exports to retain 25.0 percent of the foreign exchange 
earnings for all their legitimate expanses. 
(vii) The rupee was made completely convertible on the trade account and 
the current account transactions and delegating power to scheduled 
banks for allowing normal foreign exchange transactions. 
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(viii)Opening the private sector for investment in the field of oil 
exploration, refining and marketing and also in other infrastructure 
fields such as telecom, roads and power projects etc. 
These and various other measures introduced in the Indian economy 
have had a sound and healthy impact and has brought about attitudinal 
changes. Few years back we have slogans of self-sufficiency and import 
substitution but now we are taking about production of world-class 
products and there are impressions and glimpses of making India a source 
for worldwide needs of many products and services. 
Now we are become ready to be an active and meaningful member 
of the world economy. We have made a nice and smooth beginning today 
but still also have a long Journey to go.'^ 
There are major and significant steps to boost the exports, which are 
undertaken by the Finance Ministry Officials of Indian Government. These 
steps are given below: 
(i) Increasing the normative target for export credit from 10 percent to 
12.0 percent, 
(ii) To provide cheaper export credit, 
(iii) Broadening the Export Credit Guarantee Corporation (EiCGC) support 
for encouraging exports to new markets. It has been decided to raise 
ECGC equity base to Rs. 500 crores over three to five years, 
(iv) To achieve better inter-ministerial coordination with particular 
reference to foreign trade transactions. 
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The Central Government of India will also encourage states to 
support the national export effort through different schemes and promote 
export infrastructure. The government of India is also encouraging the 
diversification to new export market.'^ 
The government has notified a new "Crucial Balancing Investment 
Scheme" in a major drive to boost exports, through facilitation and removal 
of impediments, exclusively, in the infrastructure side. The scheme 
envisages capital investment for de-bottlenecking and export facilitation. 
According to an official announcement, it considered to provide the 
funding support to proposals involving removal of bottlenecks at ports, 
roads, airports, export centers etc. The scheme also covered investment in 
the nature of emergencies that cannot be foreseen as part of the annual plan 
scheme proposals. The scheme of crucial balancing investment covers any 
investment required for quicker and strategic removal of bottlenecks and 
for general export facilitation. 
This scheme is operated by an eight-member committee, which 
constituted under the chairmanship of the commerce secretary. It has other 
members representing the planning commission. Ministry of Surface 
Transport and Finance, additional secretaries in the Ministp/ of Commerce 
and the Economic Advisor and Director (infrastructure). 
The scheme follows the approval by the Cabinet Committee on 
Trade and Investment to a proposal to provide plan support for export 
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promotion. It was based on advice rendered by the Commerce Ministry to 
the Planning Commission to undertake export promotion activities. 
We all know that from time to time, the government on its part 
formulates various policy measures to give a boost to the exports from the 
country. A medium term export strategy is being prepared for the period 
2000-2005 and all Export Promotion Councils (EPCs) have been asked to 
come forward with their medium term export plans. 
A new scheme was announced in the Export and Import (EXIM) 
Policy, which started functioning from 1^ ' April 2000 for setting up of 
Special Economic Zones (SEZs) in the country. The reason of SEZs is to 
provide an internationally competitive and hassle free environment for 
exports. Units may be set up in SEZs for manufacture, trading 
reconditioning, repair or service activity. 
The government has also taken a number of sector, specific 
measures to give a fillip to exports from sectors like computer hardware 
and software, gems and jewellery, leather, handicrafts and garment sectors, 
drugs and phannaceuticals, agro-chemicals and biotechnology.'^ 
4:7 MAJOR EXPORT MARKETS AND COMPETITORS: 
The main export products which India exports to major countries are 
Basmati rice, non basmati rice, wheat, tobacco, spices, cashew, Niger-
seeds, oil meals, gaur gum, sugar, fruits, shellac, vegetables, floriculture 
and meat and meat products. 
as 
In the below table no. 15, we show the major exports markets as well 
as India's main competitors in the major export products. 
Table-15: MAJOR EXPORT MARKETS AND COMPETITORS 
S. 
No. 
Products Major export Market Major Competitors 
1 Basmati rice Saudi Arabia, Kuwait, UAE, 
UK & USA 
Pakistan 
2 Non-basmati 
rice 
Bangladesh, Iran, Indonesia, 
Philippines & Countries in 
sub-Saharan Africa 
Thailand, USA & 
Vietnam 
Wheat Bangladesh, UAE, Kenya, 
Turkey, Yemen Republic & 
Netherlands 
Canada, 
Australia 
Argentina 
USA, 
& 
Gaur gum USA, Europe 
Oil meals Republic of Korea, Singapore, 
Japan, Philippines & 
Indonesia 
USA, Brazil & 
Argentina 
Shellac USA, Germany, UK & 
Indonesia 
Malaysia & Thailand 
Niger seeds European Union & USA Myanmar 
Tobacco Yemen, Nepal, Bangladesh, 
Sri Lanka, Vietnam, Russia & 
Ukraine 
USA, Brazil, China, 
Argentina & 
Zimbabwe 
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9 
10 
11 
12 
13 
14 
Spices 
Cashew 
Fruits 
Vegetables 
Meat & meat 
products 
Sugar 
East Asia, Bhutan, Nepal, Sri-
Lanka, Vietnam, Spain, 
Morocco, China, USA, 
Mexico, West Europe, West 
Asia & North Africa 
Australia, USA, France, UK, 
UAE, Singapore, Germany, 
Hong Kong, Japan & 
Netherlands 
Middle-East, Israel, UK, USA, 
Netherlands, Australia & 
France 
UAE, Saudi Arabia, Kuwait, 
USA, UK. Germany. Russia & 
Sri Lanka 
Saudi Arabia, UAE, Jordan, 
Malaysia, Turkey & Mauritius 
EU, USA, Russia, Pakistan, 
Sri Lanka & Indonesia 
Thailand, Brazil, 
Guatemala, Malaysia 
& Indonesia 
Mozambique, Ivory 
Coast, Guinea, 
Bissau, Brazil, 
Vietnam 
Chile, South Africa, 
Colombia, Pakistan 
& Philippines 
Philippines, Israel, 
South- Africa, 
Turkey, China & 
Thailand 
Thailand, China, 
Republic of Korea & 
Israel 
France, Cuba, 
Brazil, Australia & 
Thailand 
Source: Government of India, Ministry of Commerce, Department of 
Commerce, Annual Report (2001-02), p.75. 
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4:8 EFFECT OF GLOBALISATION ON INDIA'S EXPORTS: 
The meaning of globalization is 'integrating' the economy of a 
country wit the world economy. In India, globalization implies to opening 
up the economy to foreign direct investment by providing facilities to 
foreign companies to invest in different fields of economic activity in India, 
removing constraints, and obstacles to the entry of Multi National 
Companies (MNCs) in India; allowing Indian companies to enter into 
foreign collaborations in India and also encouraging them to set up their 
joint ventures abroad; carrying out massive import liberalization 
programmes by switching over from quantitative restrictions to tariffs in the 
first place and then bringing down the level of import duties considerably 
and instead of a plethora of export incentives like duty drawbacks, cash 
compensatory support, fiscal incentives, replenishment licenses etc., opfing 
for exchange rate adjustments for promoting exports.'^ 
With the implementation of globalization on our external sector, the 
effect are (a) our foreign currency reserves which has fallen to barely one 
billion dollars in June 1991 rose substantially to over 20 billion dollars on 
March 10, 1995 (b) exporters are responding well to sweeping reforms of 
exchange rate and trade policies. This would be clear from the fact that as 
against a fall in the dollar value of exports by 1.5 percent in 1991-92, the 
exports grew by 17.0 percent in the year 1994-95. Though imports also 
grew, the balance of payments situation was comfortable (c) the current 
account deficit was over 3.0 percent of GDP in 1990-92 and it lower down 
to 0.5 percent in 1994-95.^" 
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4:9 IMPACT OF WTO ON INDIA'S EXPORTS: 
World Trade Organization (WTO) is an international body that 
promotes and enforces the provisions of trade laws and regulations. The 
world trade organization has the authority to administer and regulate new 
and existing free trade agreements, to oversee world trade practices and to 
settle trade disputes among member states. The WTO was established in 
1994 when the members of the General Agreement on Tariff and Trade 
(GATT), a treaty and international trade organization, signed a new trade 
pact. The WTO was created to replace GATT. 
The WTO began operation on January 1, 1995. GATT and the WTO 
coexisted until December 1995, when the members of GATT met for the 
last time. Although the WTO replaced GATT, the trade agreements 
established by GATT in 1994 are part of the WTO agreement. However, 
the WTO has a significantly broader scope than GATT. GATT regulated 
trade in merchandise goods only. The WTO also expanded the GATT 
agreements to include trade in services and protections for intellectual 
property. The WTO is also a formally structured organization whose rules 
is legally binding on its member states. The organization provides a 
framework for international trade law. Members can refer trade disputes to 
the WTO where a dispute panel composed of WTO officials serves as 
arbitrator. Members can appeal this panel's rulings to the WTO appellate 
body whose decisions are final. Disputes must be resolved within the time 
limits set by WTO rules. 
As of 1996 almost all of the 123 nafions including India that had 
signed the new GATT pact had transferred membership to the WTO. 
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The WTO is based in Geneva, Switzerland and is controlled by a 
general council made up of member states ambassadors who also serve on 
various subsidiar>' and specialist committees. The ministerial conference 
that meets every two years and appoints the WTO's director general, 
oversees the general council. Renato Ruggiero, a former Italian trade 
minister became the first fulltime director general of the WTO in May 
1995.2' 
4:9.1 The Impacts of World Trade Agreements on Indian Exports: 
GATT: It prohibits actions of governments and organizations that deform 
normal trade. It also prohibits discrimination between member nations and 
discrimination between domestic and lawfully imported foreign goods. It 
also sets guidelines for implementation of agreements and settlements of 
disputes. 
This will have impact on all traders, manufacturers and service 
providers. Competition will intensify as more imported products find easy 
access. 
a) Agreement on Implementation of Article, VII of GATT: 
This requires countries to follow the agreement for valuation of 
imports to check arbitrary decisions of customs. From this agreement 
importers and exporters to benefit more from transparent regime. 
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b) Agreement on Technical Barriers to Trade (TBT): 
These agreements have to check misuse of obligatory product 
standards by the countries. It also recommends the countries to base their 
standards around international standards. 
Indian exporters of electrical machinery, consumer articles, 
pharmaceuticals, automobiles, detergents, fertilizers, insecticides, 
household electric/ electronic gadgets, hazardous chemicals and toys etc. to 
benefit from the agreement as import of these products are subject to 
obligatory product standards. The agreement also includes a clause of 
Process and Production Methods (PPM). This could be used for 
discriminating against Indian exports for food agricultural and pharmacy 
products. 
c) Agreement of Pre-shipment Inspection (PSI): 
This is to check arbitrary ways of pre-shipment inspection 
companies in valuation of goods. Indian exporters will benefit from 
exporting to the countries using PSI agreement, companies will benefit 
from improved systems. 
d) Agreement on Import Licensing Procedures: 
To ensure transparency in insurance of import licenses prescribes time 
limit for license to be issued. Improved system within India and in other 
countries will have a positive fall out for small businesses that are usually 
at the receiving end of restriction policy environment. 
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e) Agreement on Sanitary and Phytosanitary Measures (SPM): 
The Most Favoured Nation (MFN) countries can deny import from 
certain region/ country due to fear of spread of pests and diseases. 
Companies exporting fresii/processed fruit/ juices; vegetables, meat and 
dairy products etc should understand the Mandatory standards. They should 
follow the international organizations like FAO. 
f) Agreement on Subsidies and Countervailing Measures (SCM): 
It prohibits export subsidies allows permissible subsidies. Requires 
developing to faze them out by 2003 with some exceptions and to freeze 
their level and coverage during transitional period. 
Export subsidies on import sensitive products like leather products, 
textile etc can be maintained by importing countries. 
g) Agreement on Textiles and Clothing: 
Multi-fiber agreements (MFA) and other Quantitative Restrictions 
(QRs) usually imposed by developed countries to be phased out by year 
2005 that is, during the 10th Five Year Plan. 
Excellent opportunity for exports of garments and textiles from 
India. Quotas will be phased out. Real benefits can be occurred from 2002. 
The level of competition will also increase. Countries imposing quotas are 
authorized to take safeguard measures. 
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h) Rules Applicable on Exports: 
Allows export product to be relieved of indirect taxes for example, 
excise etc. prohibits direct tax benefits like, Income Tax wavers on export 
earnings and also allows countries to levy duties on exports for controlling 
it. If situation so demands but prohibits other restrictions. 
Exporting companies have right to demand from government such 
schemes that neutralize the incidence of indirect taxes on the export 
product. In absence of such schemes Indian products will be at serious 
disadvantage internationally as all countries have such schemes in place.22 
While signing in 1995, the various agreements under the auspices of WTO, 
there were great expectations. 
In a liberalized trading environment for agriculture, tariff and non-
tariff barriers would come down and fair trading opportunities would open 
up for all countries including India. Therefore, it assumes perfectly 
competitive markets for agricultural commodities. Unfortunately, even after 
ten years of signing the WTO agreement, an imperfectly competitors export 
market persists. ^ 
The impact of WTO on its agreements are on every economic 
activity may be trading agriculture, manufacturing or service. World 
markets are opening up due to lowering of tariffs and dismantling of other 
restrictions in developed and developing countries. Domestic markets will 
be increasingly threatened because of lowering of tariffs leading to freer 
entry of foreign goods and because companies establishing manufacturing 
bases locally. Export markets will become tougher because of competition 
among developing countries with similar comparative advantages. The 
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WTO regime will benefit those countries, more, which shows wits and 
skills in the ongoing dialogue. The concepts of liberalization of 
international trade, deregulation and privatization of internal economy have 
now been strengthened and legalized under WTO. The choice before 
countries in adopting a direction other than this has become almost 
unrealizable. The countries that have understood this have moved swiftly in 
fine-tuning their domestic and international trade policies, creating a 
winning environment for their businesses. Those who are still debating the 
issue or are in the stage of bewilderment will help neither themselves nor 
their businesses. '^* 
Other benefits which India get from WTO are-The GATT secretariat 
projects that the largest income will increases in the areas of clothing (60.0 
percent), agriculture, forestry, and fishery products (20.0 percent) and 
processed food and beverages (19.0 percent). According to government of 
India, since our country's existing and potential export competitiveness lies 
in these products; therefore, it is logical to believe that India will obtain 
large gains in these sectors. Assuming that India' market share in world 
exports improves from 0.5 percent to 1.0 percent and we are able to take 
advantage of the opportunities thus created, the government of India 
believes that the trade gains may conservatively be placed at 2.7 billion US 
Dollars extra exports per year. A more appropriate and generous estimate 
will range from 3.5 to 7 billion US dollars per year."^ ^ 
Other benefit that India exports relates to the improved prospects for 
agricultural exports as a result of likely increase in the world prices of 
agriculture products due to reduction in domestic subsidies and barriers to 
trade. While on the one hand, earnings from agricultural exports are likely 
to increase and on the other hand, India has ensured that all major 
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programme, for the development of agriculture will be exempted from the 
disciplines in the agricultural agreement. 
Last but not least benefit is that the Uruguay Round Agreement has 
strengthened muhilateral rules and disciplines. The most important of these 
relate to anti-dumping, subsidies and countervailing measures, safeguards 
and dispute settlements. This is likely to ensure greater security and 
predictability of the international trading system and thus create a more 
favourable environment for India in the new world economic order.^'' 
4.10 SPECIAL FOCUS INITIATIVES: 
With a view to doubling our percentage share of world trade within 
five years and expanding employment opportunities, especially in semi-
urban and rural areas, certain special focus initiatives have been identified 
for the sectors of agriculture, handicraft, handlooms, leather and gems and 
jewellery. 
Government of India shall make concerted efforts to promote 
exports in these sectors by specific sectoral strategies that shall be notified 
from time to time. The thrust sectors indicated below shall be extended the 
following strategies. 
Agriculture: 
a) A new scheme called the 'Vishesh Krishi Upaj Yajona' (special 
agricultural produce scheme) for promoting the exports of fruits, 
vegetables, flowers, minor forest produce and their value added 
products has been introduced. 
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b) Funds shall be earmarked under Assistance to States for 
Infrastructural Development of Exports (ASIDE) for development of 
Agriculture Export Zones (AEZ). 
c) Import of capital goods shall be permitted duty free under the EPCG 
scheme. 
d) Units in agriculture export zones shall be exempt from Bank 
Guarantee under the EPCG scheme. 
e) Capital goods imported under EPCG scheme shall be permitted to be 
installed anywhere in the agriculture export zones. 
f) Import of restricted items shall be allowed under the various export 
promotion schemes. 
g) Import of inputs such as pesticides shall be permitted under the 
advance license for agro products. 
h) New towns of export excellence with a threshold unit of Rs. 250 crore 
shall be notified. 
Handlooms: 
a) Specific funds would be earmarked under Market Access Initiative/ 
Marketing Development Assistance (MAI/MDA) scheme for 
promoting handloom exports. 
b) Duty free import entitlement of specified trimmings and 
embellishments shall be 5.0 percent of Free on Board (FOB) value of 
exports during the 2003-04. 
c) Duty free import entitlement of hand knotted carpet samples shall be 
1.0 percent of FOB value of exports during the 2003-04. 
d) Duty free import of old pieces of hand knotted carpets on consignment 
basis for re-export after repair shall be permitted. 
e) For towns of export excellence with a threshold limit of Rs. 250 crores 
shall be notified. 
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Handicrafts: 
a) New handicrafts special economic zones (SEZs) shall be established 
which would procure products from the cottage sector and do the 
finishing for exports. 
b) Duty free import entitlement of trimmings and embellishments shall be 
5.0 percent of the Free on Board (FOB) value of exports during the 
2003-04. The entitlement is broad banded and shall extend also to 
merchant exporters tied up with supporting manufacturers. 
c) The handicraft export promotion council shall be authorized to import 
trimmings, embellishments and consumable on behalf of those exporters 
for w^ hom directly importing may not be viable. 
d) Specific fiinds would be earmarked under marketing development 
assistance (MDA) and market access initiative schemes for promoting 
handicraft exports. 
e) CVD is exempted on duty free import of trimmings, embellishments 
and consumables. 
f) New towns of exports excellence with a reduced threshold limit of Rs 
250 crore shall be notified. 
Gems and Jewellery: 
a) Import of gold of 18 carat and above shall be allowed under the 
replenishment scheme. 
b) Duty free import entitlement of consumables for metals other than 
gold; platinum shall be 2.0 percent of free on board value of exports 
during the 2003-04. 
c) Duty free import entitlement of commercial samples shall be Rs. 
10000. 
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d) Duty free re-import entitlement for rejected jewellery shall be 2.0 
percent of the free on board value of exports. 
e) Cutting and polishing of gems and jewellery shall be treated as 
manufacturing for the purposes of exemption under section lOA of the 
Income Tax Act. 
Leather Foot wears: 
a) Duty free import entitlement of specific items shall be 5.0 percent of 
free onboard value of exports during 2003-04. 
b) Duty free entitlement for the import of trimmings, embellishments 
and footwear components for footwear (leather as well synthetic), 
gloves, travel bags, and handbags shall be 3.0 percent of free on board 
value of exports of the year 2003-04. The entitlement shall also cover 
packing material, such as printed and non-printed shoeboxes, small 
cartoons made of wood tin or plastic materials for packing footwear. 
c) Machinery and equipment for effluent treatment plants shall be 
exempt from basic customs duty. 
d) Re-exports of unsuitable imported materials such as rawhides and 
skins and wet blue leathers is permitted. 
e) CVD is exempted on lining and interlining material notified at 
S.No.168 of customs notification No. 21/2002 dated 01.03.02. 
^ CVD is exempted on raw, tanned and dressed fur skins falling under 
chapter 43 oflTC(HS). 2^  
4:11 Trade Performance in 2003-04: 
Trade performance in India during 2003-04 was influenced by a 
number of factors which included productivity changes in the 
manufacturing sector, recovery of global economy and world trade. 
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continued trade promotion and trade facilitation efforts of the Government 
and an appreciating Indian Rupee against the US dollar. Manufacturing 
sector activity recorded a significant growth during the year exceeding 7.0 
per cent in the quarter ending december 2003. World trade also recovered. 
The trade recovery was initially limited by a combination of unusual 
temporary factors the outbreak of SARS and tensions in the Middle East 
combined with sluggishgross domestic product (GDP) growth in Western 
Europe (the world's largest regional trader). Once the impact of the 
temporary factors faded at the end of the second quarter, the global 
economy started to strengthen. In the second half of 2003, the expansion of 
global output and trade gained considerable momentum. Trade in goods 
strongly rebounded in the second half of the year, in particular in the United 
States and East Asia. Trade is expected to expand further in 2004 should 
the global economy continue to improve. 
Balanced against the above mentioned factors exercising a positive 
impact on trade, the Indian Rupee appreciated consistently against the US 
dollar since May 2003. Despite this, exports reached US $ 61845.10 million 
in 2003-04 registering a growth of 17.26 per cent and surpassing the target 
of 12.0 per cent. This was over and above 20.34 percent export growth in 
April-March, 2002-03. In rupee terms, the exports were Rs. 283604.52 
crore, during April- March, 2003-2004 which was 11.16 percent higher 
than the value of exports during April- March, 2002-2003." 
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CHAPTER 5: CONCLUSION AND SUGESSTIONS 
This is a time to look back at the road we have traveled and chart out 
what the conclusion should be. 
India is now a part of the global economic system. Every section of the 
Indian economy is now linked with the whole world, either through its 
direct linkages or through its indirect linkages with the export or import 
transactions of other sectors in the economy. 
The first chapter of thesis covers the conceptual framework and 
basic issues. This chapter discussed about the introduction of exports and 
economic development, where exports of two kinds. These two kinds of 
exports are goods and services, goods being known as the visible items and 
services known as the invisible items. An export is a process through which 
goods covered by the relevant entry are legitimately and effectively sent 
abroad intended for the consumption. 
In the same chapter, there is hypothesis of the topic. The hypothesis 
is - instability of exports tends to be greater for the developing economies 
than for developed economies. 
• Instability of exports is positively correlated with greater degree of 
commodity concentration and geographic concentration of foreign 
trade. 
• Instability of exports has tendency to decline overtime 
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Instability of exports is negatively related with economic 
development. 
Today India's rank in the world is seventh and she is the second 
most populous country in the world. 
There are some objectives in the thesis. These objectives are to 
ascertain the reasons responsible for the slow growth of India's exports 
before the adoption of new trade policy, to study the various aspects of the 
trade policy that adopted in 1991 and to investigate the pre and post 
economic reforms on the structural changes in the Indian exports. 
The research methodology is totally based on secondary sources of 
data, which includes publications of various authors as well as publications 
of government of India, publications of international monetary fund, 
various issues of economic surveys, publications of center for monitoring 
Indian economy, Mumbai, publications of Reserve Bank of India, etc. 
In the literature review, we take into account different author's view 
related to exports instability and decline in world share etc. Leena George 
(2001) studied the changing scenario of foreign trade where global 
openness is the key element. B. Bhattacharyya and Prithvis K.De (2000), 
examines empirically whether reforms have resulted in a change of the 
export composition specially. Kantanwala (1991) tried to examine the 
structural change in aggregate Indian exports and in exports of various 
sections during 1970-71 to 1980-81. After reviewing the literature, we can 
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say that there is wide range of agreements among different economists 
about export instabiHty as well as foreign trade of India. 
The second chapter of thesis highlighted about the Institutional 
Export Infrastructure in India. 
The institutional framework comprises functionally in different 
segments of policy formulation. They are state trading organizations, 
commodity specialization, advisory role, service support institutions, role 
of state governments and the commercial representations. The Ministry of 
Commerce is the apex body vested with the task of formulation, 
coordination and execution of the national foreign trade policy. This 
chapter shows that exporters always need guidance at different stages of his 
export efforts. Therefore we need an institutional infrastructure that has to 
be strengthened. 
The second chapter tries to explain that government of India has 
made an attempt to develop an institutional infrastructure, which would 
facilitate the promotion of Indian exports. This infrastructure is a six-tier 
arrangements and each tier has certain objectives and goals. The second 
chapter has surveyed some major issues that arise in the process to 
overcome the problems of export infrastructure. It also analyze the possible 
effects of export measures, its quality and its sequencing. Finally, we can 
say that these measures have been essential for increase the export 
infrastructure and all indicators were almost similar as experienced by some 
other developing countries. 
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The main chapters of the thesis are chapter third and fourth. The 
third chapter is about structural changes of India's exports during pre-
reform period and the fourth chapter is structural changes of India's exports 
during post-reform period. 
The analysis period in the chapter three is from 1970-71 to 1990-91. 
In this chapter we also check out the measures that directed towards export 
promotion. The Indian government has undertaken a number of measures 
towards "Export Promotion". One such measure is "Import Liberalization 
for Exports" approach. This approach was adopted in 1975-76 onwards. 
The approach was based on the theme "import more to export more". In 
1985, the government of India has started a series of liberalization 
measures, which were internal as well as external to modernize the 
manufacturing sector and to improve export competitiveness. It has been 
argued that there has been substantial increase in imports but there is not 
much increase in export and as a result, the trade gap has widened. 
Therefore, government of India now considered the export sector as an 
important sector of the Indian economy. 
Many developing countries adopted programmes of import 
liberalization and export promotion and achieved remarkable successes. 
These included Singapore, Taiwan, Japan, South Korea and Hong Kong 
etc. The success in those countries has prompted many economists and 
international organizations like International Monetary Fund (IMF) and 
World Bank to advocate the export promotion and liberalization as a 
panacea for many economic ill facing developing countries like our India. 
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Therefore from the advice of many economists and international 
organizations, the Indian government has opted for a policy of trade 
liberalization. 
In the same chapter three, we also analyze the condition of foreign 
trade of India. Since independence, India's foreign trade has undergone a 
complete change in terms of composition and direction. The exports covers 
a wide range of traditional and non traditional items while imports mainly 
consisted of capital goods, raw-materials, chemicals and petroleum 
products etc, to meet the ever increasing needs of a developing and 
diversifying economy. 
During the Second World War, there was increase in exports of 
manufactured goods while decrease in raw materials. At that time trade 
with Eastern Europe and Japan was very easy and USA was leading trade 
partner of India. 
The 1947 partition leads the strains on our country's balance of 
payments. India devalued its currency in 1949 to alleviate the pressure on 
balance of payment. For the period 1950-51 to 1965-66 our export sector 
was still and stagnated but the Korean War boosted our exports and due to 
Korean War export increased very fast. 
To reduce controls, simplify procedures and to create a congenial 
environment for trade, the government of India made a statement on trade 
policy in Parliament on August 13, 1991 ushering a new era in the foreign 
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trade policy in India. Instead of controls and regulations, the focus shifted 
to promotion and development of foreign trade. 
The main analysis in the chapter three is about trends, compositions 
and direction of India's export. 
In the trend of India's exports we also analyze the quantum value 
index and unit value index. The unit value index is totally a monetary 
phenomenon whereas unit volume or quantum value index is a real 
phenomenon. Hence, the quantum value or unit volume index is the better 
index to analyze the export performance because it is a real phenomenon. 
The index of unit value in 1970-71 was 44 while in the same period 
quantum value index was 56. But in the years to come, the unit value index 
increase much year by year, in 1980-81, it was 108 and in 1985-86, it was 
171 and in 1990-91 it was increase to 292. Whereas, the increase in 
quantum value index of exports was much smaller, as it was only 108 in 
1980-81, than in 1985-86. it increases only to 111 and in 1990-91, it 
increased to 194. It means that there was little increase in quantum value 
index of exports as compared to unit value index of exports. 
The trends of India's foreign trade shows a fluctuation in the 
percentage of exports whereas the percentage of imports was increase year 
by year. In 1970-71, the exports were US $ 2031 million, imports were US 
$ 2162 million and the percentage of exports and imports were 8.8 and 3.5 
respectively and the trade balance was US $ 131 million. In the year 1980-
81, the imports were increase very fast from US $ 2162 million in 1970-71 
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to US $ 15869 million in 1980-81, exports were also increase during the 
decade, it increased from US $ 2031 million in 1970-71 to US $ 8486 
million in 1980-81. If we see the percentage of exports and imports during 
the decade 1970-71 to 1980-81, exports were decreased from 6.8 percent in 
1980-81 and 8.8 percent in 1970-71, that means it decrease nearly 2.0 
percent whereas, the decade of 1970-71 to 1980-81 was very good for 
imports as it increase from 3.5 percent in 1970-71 to 40.2 percent in 1980-
81. The same trend we find in the trade deficit between 1970-71 to 1980-
81, as it was US $ 7883 million in 1980-81 and US $ 131 million in 1970-
71, so we say that it became worsened during the 1980s. The percentage 
share also deteriorated in 1980s as in 1985-86, it was as lovv'ered to - 9.9 
percent of exports, but again the percentage share increase very fast in 
1987-88, from - 9.9 percent of 1985-86, it increase to 24.4 percent in 1987-
88. In 1990-91, exports rose to US $ 18143 million and imports rose to US 
$ 24075 million but the trade deficit in the same period of 1990-91, became 
US $ 5932 million only. So. we say that the main factor underlying the 
severe balance of payments situation has been the deterioration on the trade 
account. 
Since the availability of external resources remains limited, it is 
extremely important to continue and intensify the adjustment efforts aimed 
at achieving a viable balance of payments position. In the short run. 
however, there is no option but to finance the balance of payments deficits. 
The year 1982-83 saw confinuing strain in the balance of payments 
situation reflecting the persistent nature of external paymients difficulties 
facing the country. The main features of the external payment difficulties 
were the sharp rise in the prices of essential imports, the prevalence of 
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recessionary trends in our export markets since 1980 and the slow down in 
remittances. 
The composition of exports by commodity- wise during 1970-71 and 
1980-81 has shown an increase in many commodities. In 1970-71, the share 
of tea in US dollar terms was 196 million, while it was increase to US $ 
538 million in 1980-81, in 1985-86 the share of tea was again slowed down 
to US $ 512 million. The export of un-manufactured tobacco has declined 
year by year. In 1980-81. it was US $ 157 million that was declined to US $ 
] 12 million in 1985-86 and further declined to US $ 87 million in 1988-89, 
but in 1990-91, it has improved to US $ 147 million. The share of iron ore 
and concentrates shows improvement all through the years, in 1970-71 it 
was US $ 155 million which was increased to US $ 383 million in 1980-81 
and further increase to US $ 473 million in 1985-86. 
The export share of pearls, precious and semi precious stones have 
shown very good performance from 1970-71 to 1990-91, in 1970-71 the 
share of pearls, precious and semi precious stones were US $ 55 million 
which was increase to US $ 761 million in 1980-81 and further increase to 
US $ 1154 million in 1985-86 and its share in 1990-91 increased to US $ 
3437 million. 
In the chapter three we also shows the direction of trade during 
1980-81 to 1990-91. Here we find that the India is that country whose 
trading relations with all the major countries and economies of the world. 
Over the period 1982-83 to 1984-85, about 45.0 percent of exports have 
gave to Organization of Economic Corporation and Development (OECD) 
m 
countries, 17.0 percent gone to East Europe, 9.0 percent have gone to 
OPEC countries, 14.0 percent to developing countries and 16.0 percent 
exports have gone to others. But in 1984-85, the exports to OECD countries 
have increased by 22.5 percent. During 1985-86 and 1987-88, exports 
shows an increase in the share of OECD countries in total exports, from 
50.8 percent in 1985-86 to 58.8 percent in 1987-88 and in these years, there 
was decline in the shares of Eastern Europe and 'others'. The increase of 
OECD's share in those years was due to increased share of Eastern 
European countries from 17.7 percent to 25.1 percent during that period. 
The share of exports to USA in total exports declined marginally from 18.7 
percent in 1986-87 to 18.5 percent in 1987-88. The share of developing 
countries in total exports also declined from 15.0 percent in 1986-87 to 14.2 
percent in 1987-88. There was no change in the share of Organization of 
Petroleum Exporting Countries (OPEC) in total exports that remained at 6.2 
percent during the last two years. Whereas the share of total exports of 
Germany increased to 6.7 percent in 1987-88 and share of U.K increased to 
6.6 percent in 1987-88. The share of Japan declined marginally from 10.7 
percent in 1986-87 to 10.3 percent in 1987-88. 
An analysis of chapter three indicated that in the decade 1980-81 to 
1990-91, our trade with Eastern Europe. OPEC countries and developing 
countries declined. While the shares of exports to West Europe and USA 
have improved, and the share for U.K, Netherlands, Asia and Oceania 
remained more or less uncharged and we also see that there was a marked 
declined in the share of exports to the USSR, Romania and oil rich 
countries of Kuwait and Iraq. 
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In the chapter three, we also include the India's share in world 
exports. We take into account the thirteen commodities of exports, they are 
tea, spices, tobacco and tobacco manufactured un-manufactured tobacco, 
meta-ferrous ores and metal scrap, iron ore and concentrates, leather and 
leather manufactured, leather, textile yam, woven cotton fabrics, woven 
fabrics of manmade, pearls, precious stones and iron and steel. 
The share of tea in world exports in the year 1970 was 33.4 percent 
but after year to year, its share in world exports declined, in 1990 it was 
decreased to 22.1 percent, the same we find in the commodity share of 
spices, in 1970 it was 20.5 percent and in 1990 the share of spices in world 
exports declined to 7.7 percent but in 1985, its share was much increased, it 
was increased to 19.3 percent. The share of iron and steel commodity in 
world exports was never attained near 1.0 percent, in 1970 its share was 0.9 
percent and in 1985 it was 0.1 percent and in 1990 it was increased only 0.2 
percent, it means the share of iron and steel was highest in 1985 that was 
nearly 0.9 percent. 
India's exports share in world export share was also not very good. 
Since India's share in world exports has progressively declined while 
world's exports has been continuously increased and extraordinarily growth 
found since 1970-71, world exports increased from US $ 313804 million in 
1970 to US $ 1920800 million in 1980 and in 1990 it was further increased 
to US $ 3379100 million. But it is disheartening to note that; India's 
position in world share has been continuously on the declined. In 1970, the 
India's export share was US $ 2026 million, which was little increase in 
1980 by US $ 8586 million and in 1990 it was slightly increased to US $ 
17975 million. In 1970, the India's exports as percentage of world exports 
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was 0.69 percent, which was decHned to 0.45 percent in 1980 and slightly 
increased to only 0.53 percent in the year 1990. Thus, we see. India's 
exports as compared to world exports have been slow to grow. 
Consequently, India's share in world's exports has been continuously 
falling. India's ranking among world's trading nations slipped from 20"^  in 
1983 to 29* in 1991. 
India's trade in services is also discussed in chapter three. Trade in 
services is defined as the supply of the service from one member to 
another; directly to the consumers (for e.g., tourism); commercial presence 
(for e.g.. banking) or by natural persons (for e.g., computer software, 
construction or consultancies). Supply of a service includes the production, 
distribution, marketing, sale and delivery of a service in any sector. 
India's exports increased from US $ 663 million in 1970-71 to US $ 
7183 million in 1980-81 and further increased to US $ 7465 in 1990. 
Decreased trade in services in India's exports was experienced in 1981-82, 
1982-83, 1984-85 and 1985-86. Similarly India's imports showed the 
tendency to increase rapidly. India's imports increased fi-om US $ 712 
million in 1970-71 to US $ 2118 million in 1980-81 and further increased 
to US $ 7707 million in 1990-91. We see that imports have always been 
greater than exports in all the years. 
India has also faced the problem of trade deficit. Moreover, over the 
study period, has increased significantly. Deficit that was US $ 49 million 
in 1970-71, increased to US $ 5065 million in 1980-81 and further 
decreased to US $ 242 million in 1990-91. 
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The foregoing analysis in chapter three indicates towards the lack of 
success in some areas of export sector. It is clear that there is need of 
improvement in the years to come. 
The chapter fourth of our thesis is about structural changes in India's 
exports during post reform period that is the period from 1991-92 to 2003-
04 and beyond. In this chapter we analyze the trends, composition and 
direction of India's exports as well as trade in services. We also take into 
account the India's export share in world trade and what is the impact of 
World Trade Organization (WTO) on Indian exports. 
India's economic reforms and trade liberalization policies 
contributed a high increase in its economic growth in the mid nineties. 
Trade policy reforms since 1991 have been undertaken to achieve the 
objectives like fast increase in exports. Their target was US $ 90-100 
billion of exports in 2002, raise India's share in world exports that is 1.0 
percent by 2007, make the exports an engine of growth, promote 
investment for increased production, increase international competitiveness, 
quality and technological up gradation and to solve adverse balance of 
payments crisis. 
The trends of India's export performance shows that in 1991-92, 
exports were US $ 17865 million while imports were US $ 19410 million 
and in 1994-95 exports rose to a level of US $ 26330 million while imports 
increased by US $ 28654 million. During 1991-92 to 1994-95, exports were 
increased at a faster rate than imports but after 1996-97 and till the period 
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2004-05 we find that imports were increased faster than exports. In 1996-
97, exports were US $ 33469 milhon and imports were US $ 39132 million 
and in the year 2004-05 exports were increased only to US $ 53499 million 
while imports increased from US $ 39132 million to US $ 73652 million in 
2004-05. 
The balance of trade deficit in 1991-92 was US $ 1545 million, 
which was increased to US $ 4880 million in 1996-97 and in 2004-05, trade 
deficit rose to US $ 21053 million. The fast increase of trade deficit shows 
the result of a sharp deterioration in world economic environment in trade 
in India's international trade that slowed down. 
The benefits of export growth had been more than neutralized by 
sharper increase in imports and as a result, trade deficit reached the 
unprecedented level of US $ 9170 million in 1998-99. There has been a 
slowing down in the growth of both exports and imports during 1997-98 
and 1998-99. 
The performance of India's exports through quantum value index of 
exports and unit value index of exports shows that the increase in the 
quantum value of exports indicates the growth of exports in real terms and 
the unit value of exports is the basic determinant of a country's balance of 
trade. 
In 1990s we highlighted that growth in volume of exports that is 
quantum value of exports has been much less than growth in unit value of 
exports. Unit value index of exports increased from 369 in 1991-92 to 589 
in 1997-98, but quantum value index increased from 209 in 1991-92 to only 
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386 in 1997-98. While in 2001-02, the quantum value index increased up to 
only 593 and unit value index increased to 618 in 2001-02. Se we see that 
unit value index was always higher than quantum value index of exports. 
The composition of India's exports shows a gradual shift during the 
nineties. We see that the share of coffee increased from US $ 135 million in 
1991-92 to US $ 449 million in 1995-96 but this increase of US $ 449 
million in 1995-96 declined to further years, in 1999-2000, it goes down to 
US $ 331 million and further declined to US $ 228 million in 2001-02 and 
in 2003-04 its share slightly increased to US $ 236 million. But the share of 
spices always increased year by year, in 1991-92 its share was US $ 151 
million, which was increased to US $ 339 million in 1996-97 and US $ 408 
million in 1999-2000, but in 2001-02, it accounted for only US $ 310 
million and in 2003-04 it increased to US $ 336 million. 
The share of manufactured goods accounted for US S 13148 million 
in 1991-92 and it was increased to US $ 23747 million m 1995-96 and 
further increased to US $ 29714 million in 1999-2000, in 2001-02 it was 
increased to US $ 33128 million and in 2003-04 it goes up to US $ 49671 
million. The share of leather and manufacturers declined in recent years. It 
decreased from US $ 1269 million in 1991-92 to US $ 1752 million in 
1995-96 and in 1999-2000 it declined to US $ 1590 million, in 2001-02 its 
share was little increased to US $ 1905 million and in 2003-04 it further 
increased to US $ 1905 million and in 2003-04 it further increased to US $ 
2163 million. 
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The share of ores and minerals increased from US $ 930 miUion in 
1991-92 to US $ 1175 million in 1995-96 but after 1995-96 to 1999-2000 
its share was declining but in 2001-02, its share was again increased and it 
goes up to US $ 1210 million and in 2003-04 its further increased to US $ 
1932 million. The share of gems and jewelry increased very fast and rapid 
in the recent years. Its share increased from US $ 2738 millions in 1991-92 
to US $ 5275 million in 1995-96 and further increased to US $ 7306 million 
in the year 2001-02 and in 2003-04 it increased to US $ 10573 million. The 
share of 'others' also increased very fast, in 1991-92 it was only US $ 170 
million which was increased very fast, in 1995-96 it goes up to US $ 583 
million and in 2001-02 its share increased to US $ 1548 million and in 
2003-04 it become declined to US $ 618 million only. Now in the end we 
say that the total exports was increased five times from 1991-92 to 2003-
04. in 1991-92 its share was US $ 17865 million and in 2003-04 it goes up 
to US $63843 million. 
The important aspect of export performance is the direction 
structure. Direction of trade depends on historical evolution of a country 
and commodity composition. Change in commodity composition of a 
country also leads to reflect change in direction of country's exports. 
The percentage share of India's direction of exports shows that in 
1991-92 the highest share of 57.9 percent in exports was directed to OECD 
countries followed by developing countries (16.1 percent). Eastern Europe 
(10.9 percent), organization of petroleum exporting countries (OPEC) 
countries (8.7 percent) and than 'others' (6.3 percent). The share of OECD 
countries was more or less same till 1999-2000; in 1999-2000 it was 57.3 
percent while in 2003-04 it was declined to 46.4 percent. The share of 
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European Union was declining from 27.0 percent in 1991-92 to 24.7 
percent in 1999-2000 and further declined to US $ 21.1 percent in 2003-04. 
The percentage share of North America was also declining in recent years 
from 24.4 percent in 1999-2000 to 19.2 percent in 2003-04. The percentage 
share of Japan was declining very fast in recent years, in 1991-92 its 
percentage share was 9.2 and in 1999-2000, its percentage share was 
declined to 4.6 percent and again reduced to 3.7 percent that was found in 
2003-04. 
In dollar terms, the share of organization of export corporation and 
development (OECD) regions were increased very fast, from US $ 10337 
million in 1991-92 to US $ 21106 million in the year 1999-2000 and in 
2000-01 it increased to US $ 23473 million but in 2001-02, its share was 
little declined to US $ 21622 million. 
Now looking at the direction of exports, it is observed that the share 
of our exports to the Organization for Economic Cooperation and 
Development (OECD) regions has been declining especially due to decline 
in our share to the European Union (EU) in Japan. Share of United States of 
America (USA) has increased and so has to the OPEC and Latin American 
countries. It has gone down in the case of Eastern Europe, and slowing 
down of exports to Russia. While the share of exports to less developed 
countries in Africa and Asia have remained more or less same. Exports to 
'other' countries have decreased and need to be further stepped. 
India's exports account for less than 1.0 percent of world exports. 
Since 1992, it's remained around 0.5 percent. But in the second half or after 
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1993, India's share improved marginally to 0.6 percent. In 2000 and 2001 it 
was increased to 0.7 percent and in the year 2002 the share increased to 0.8 
percent and in 2003 it remained 0.8 percent. It means we say that now there 
is slightly improvement since 1990s. 
In commodity wise, the India's share in world exports is increasing 
as well as decreasing year by year. In some commodities like tea, share is 
declining while in some commodities the share is increasing. In 1991, the 
share of tea was 18.6 percent that was declined to 14.0 percent in 2000 and 
further decreased to 12.6 percent in 2002. The share of spices was more or 
less same during the 1990s. In 1991 the share of spices was 8.7 percent that 
was further increased to 10.3 percent and again declined to 8.5 percent. The 
share of iron ore and concentrates is declining. In 1991, its share was 5.9 
percent, in 2000 it was down to 3.9 percent and in 2002 its share was 
increased to 8.7 percent. But we fmd that the share of pearls, precious and 
semi-precious stones is increasing from 7.8 percent in 1991 to 12.0 percent 
in 2000 and in 2002, its share was increased to 13.6 percent. 
The fourth chapter also includes India's trade in services. The post-
GATT scenario apparently provides encouraging signals about the 
possibility of growth of trade in services. If India is able to launch mainly 
labour intensive services in the international market, which can provide 
cheaper substitutes to consumers, without compromising on quality, trade 
through services sector has a chance to grow further. Trade in services is 
increasingly being perceived as the 'engine of growth' of the 21^' Century. 
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The share of services sector in India's exports rose from 4.9 percent 
in 1991 to 14.8 percent in 2000 while the percentage growth was found 6.5 
percent in 1991 and 12.0 percent in 2000. 
The India's share in world service exports rose from 0.58 percent in 
1991 to 1.04 percent in 2000. Therefore as per growth rate, India's share in 
world service exports will increase to 1.5 percent probably in the year 2007. 
India has opened up services sector where there are spin off benefits 
by way of technology tr-ansfer, investment or employment. On insurance 
our offer is limited to insurance of freight and re-insurance. On retail 
banking the offer is limited to a stand still. However, India's services sector 
has to be structurally strengthened, keeping in mind export requirements in 
which private entrepreneurs can play an important role. 
The fourth chapter also accounts the impact of World Trade 
Organization (WTO) on India's exports. The members of World Trade 
Organization voted that India made efforts to adjust its economic and trade 
policies to WTO principles and rules. India has maintained an average 
annual growth rate of about 6.0 percent, which made it one of the more 
rapidly growing major economies. In 1998-99, the exports declined by 5.0 
percent whereas, in 2000-01, exports increased by over 20.0 percent. 
Exports remained more or less stagnant in 2001-02 mainly due to the world 
economic slow down, events of post- September 11, 2001, etc. 
An analysis in the chapter fourth revealed that there is a target of 1.0 
percent share of world trade by 2007. Hence, India's efforts would need to 
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be complemented by action from its world trade organization's trading 
partners to meet its legitimate concerns and aspirations. Therefore, India 
looked forward to increased market access in the developed countries, 
harmonization of rules of origin and reduction of non-tariff barriers. 
We may now draw conclusion from analysis of structural changes 
that has accompanied economic development in India and historically 
reviewing we find that with the export sector was not given much 
importance before 1980s. But now we find that general pattern of structural 
change in the exports sector in India is not much different from that of 
developed countries and we see that India emerged as a strong market in the 
world trade. We are seeing rapid changes in the technology but it still had 
to go fast and keep momentum to increase its export trade. 
The official data indicate a steady improvement in the overall 
productivity and growth largely due to the increasing share of India in 
world exports and the agriculture and industrial sector also need to be 
expanded. 
Thus, it may be remarked that Indian economy is interested in 
moving away from the West wherever possible, as she strives to diversify 
commercial relations so as to prevent dependence on a few particular-
trading partners. 
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SUGGESTIONS: 
The character of world trade has undergone significant structural 
changes in the recent years. International trade is no longer in the form of 
simple exchange of standardized products. With rapid structural 
transformation in the industrial and developing countries, there is some sort 
of broad structural convergence emerging among many of them. 
There was dismal performance of India's international trade in the 
post reform period. The current account deficit in trade is rising. There has 
not been any major change in the commodity composition and direction of 
exports. The inflow of foreign capital and import intensity of exports has 
increased also has not led to the improvement in export performance. 
The government of India targeted for export growth by 2004-05 is 
US$ 75 billion. This value of exports will account for 1.0 percent of total 
world trade. Certainly, this proportion is an improvement compared to the 
past performance of India's exports. 
To compete effectively in the world market, exporters will have to 
function as efficiently as is humanly possible, because that is what the 
competiting countries exporters are doing in their own economies. 
Therefore, exporters must be provided with the facilities they 
require, if they are to excel in the world market. It is possible only when 
government of India really wants the export- led growth model to be 
effectively implemented in the country. 
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A few important points may however be mentioned in the light of 
above discussions in the chapters so as to make exports of Indian products 
more appropriate in world market. 
Therefore few suggestions for the increase and better performance of 
India's exports that may be helpful for the country benefit are: 
• There will be a need of greater integration between the different 
economies of the world. 
• Greater export earnings are necessary and need of a country to lighten 
the debt burden and also to raise the import capacity to higher growth 
rates. 
• More improvement and an integrated strategy need in the agriculture 
sector, as this sector is the backbone of our country. 
• It is very necessary for the government of India to improve its 
bargaining power. Poor India cannot bargain alone whether inside or 
outside WTO and she cannot fight her battle on the basis of her own 
very limited economic strength. 
• It is important to ensure that all imports required for export production 
are made available to the manufacturer exporter at international prices 
and transaction costs are minimized. 
• We need to strengthen our presence in the traditional markets and also 
exploring the new markets. 
• Diversifying our present export basket by adding new items and also 
high value added items. 
U2 
• Offering export credit at rates comparable with what our counterparts 
in neighboring countries get. 
• Extending and upgrading infrastructure comprehensively and 
speedily. 
• Aggressive marketing, including creation of brand image of the 
country's products/ services, efficient back up services and 
competitive pricing. 
• The quality of exports, technological changes and economies of scale 
may improve. 
• Identifying and pushing forth new products and nev/ commodities, 
which can get better returns in the market. 
• If we have to reach our goal of 1.0 percent share of Vv'orld trade than 
we look forward to further opening up of markets in the developed 
countries and bridging of gap between preferential and non-
preferential tariffs. 
So, these are the few suggestions which we think and deeply 
observed for the better future of our country's export and also improve the 
export growth in the world context. But above all, we v/ill also have to 
work hard and deliver quality products in every part of the global world. 
In the light of our study that based upon relevant data and 
information, we conclude that the export sector which has been now 
dominating in few items in the Indian economy since the economic 
reforms. The need, therefore, is to diversifying the Indian economy in a 
well-planned scheme leading to its self-sustained growth. 
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